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PREFACE 


As  the  Medicare  program  has  grown  in  complexity  so  have  the  administrative 
activities  neceaaiy  to  document  care  provided  to  beneficiaries,  pay  physicians  and  other 
providers,  and  oversee  the  quality  of  care  rendered  to  patients.  In  the  quarter  of  a 
century  since  its  inception.  Medicare  has  undergone  significant  changes  which  have  often 
increased  administrative  requirements  for  physicians  and  other  providers. 

In  response  to  physician  complaints  that  administrative  burdens  compete  with  the 
time  available  for  direct  patient  care  and  increase  the  overhead  costs  of  practice,  the 
Health  Care  Financing  Administration  (HCFA)  of  the  Department  of  Health  and 
Human  Services  (DHHS)  formed  the  Advisory  Committee  on  Medicare-Physician 
Relationships.  This  committee  was  chartered  by  the  Secretary  of  Health  and  Human 
Services,  Louis  W.  Sullivan.  M.D.,  on  February  7,  1991. 

The  committee  was  charged  with  advising  the  Secretary  of  DHHS  and  the 
Administrator  of  HCFA  about  Medicare  procedures  that  unnecessarily  increase 
paperwork,  impair  carrier-physician  communication  and  increase  the  costs  of  practice  as 
well  as  to  recommend  ways  to  modify  or  eliminate  those  policies  and  procedures  that- the 
committee  believes  are  burdensome.  Physician  fees  and  payment  issues  were  not  in  the 
purview  of  this  committee. 

Concerned  with  reports  that  office  overhead  costs  accounted  for  45  percent  of 
physicians'  gross  income  in  the  U.S.  and  physicians'  office  staffs  spend  approximately  47 
hours  each  month  processing  Medicare  claims,  (American  Society  of  Internal  Medicine 
publication.  The  Hassle  Factor:  America's  Health  Care  System  Strangling  in  Red  Tape' 
1990  ),  the  committee  members  sought  ways  to  reduce  administrative  burdens  and  office 
costs  related  to  the  Medicare  program. 

Several  HCFA  staff  provided  factual  information  about  the  Medicare  program  at 
committee  meetings.  The  chair,  a  senior  HCFA  staff  member,  served  to  facilitate  both 
the  meetings  and  development  of  this  report  The  report  does  not  represent  policy 
positions  of  HCFA  or  DHHS.  DHHS  will  undertake  a  substantive  review  of  the 
recommendations  and  determine  appropriate  future  action. 
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EXECUTIVE  SUMMARY 


The  relationship  between  the  Medicare  program  and  the  Nation's  physicians  is  not  what 
it  should  be.  Increasingly,  physicians  experience  frustration  in  their  dealings  with  the 
program.  The  Medicare  program  processes  over  400  million  claims  for  physicians 
services  for  approximately  33  million  beneficiaries.  As  a  result,  the  program  is  large  and 
extremely  complex  and,  coupled  with  the  complications  stemming  from  additional 
legislation  from  Congress,  physicians  and  medical  organizations  have  expressed  concern 
over  the  bureaucratic  red-tape,  or  so-called  "hassle  factor". 

The  Advisory  Committee  on  Medicare  -  Physician  Relationships  was  established  by  the 
Department  of  Health  and  Human  Services  in  an  effort  to  address  some  of  these 
concerns.  It  was  the  charge  of  this  committee  to  make  recommendations  to  the 
Secretary  of  the  Department  of  Health  and  Human  Services  as  to  ways  to  reduce  the 
"hassle  factor".  Members  of  the  committee  have  heard  testimony  from  various  medical 
specialty  organizations,  Medicare  contractors.  Peer  Review  Organization  (PROs)  and 
individual  physicians. 

It  is  evident  that  there  is  a  high  sense  of  frustration  within  the  medical  community  in 
dealing  with  Medicare.  This  includes  problems  such  as:  inability  to  communicate  with 
the  Medicare  carriers;  carrier  variation  in  coverage  practices;  claims  denials;  frequent 
downcoding  of  claims;  perceived  unfairness  in  postpayment  audits;  withholding  payment 
to  physicians  until  Medicare  secondary  payer  information  is  obtained  on  a  beneficiary, 
and,  inability  to  understand  and  be  involved  in  the  appeals  process. 

The  committee  acknowledges  that  in  a  program  the  size  of  Medicare,  there  is  some 
paperwork  that  must  be  accomplished.  However,  the  committee  believes  that  there  are 
numerous  activities  that  can  be  undertaken  that  will  help  physicians  operate  more 
efficiently  in  the  program  and  have  a  higher  degree  of  success  in  filing  claims  and 
receiving  payment  for  services  provided  to  Medicare  beneficiaries, 
i 

Most  importantly,  it  is  the  committee  members'  hope  that  with  the  Secretary's  approval 
of  this  report,  it  will  serve  as  a  vehicle  upon  which  carriers,  PROs  and  physicians  will 
make  a  high  priority  of  improving  communication  and  will  strive  together  to  make  the 
program  work  better.  Among  the  many  recommendations  that  the  committee  adopts, 
particularly  unportant  are  eight  areas. 


I 


1)  REQUIRE  EACH  CARRIER  TO  ESTABLISH  A  PHYSICIAN 
COMMITTEE. 


This  committee  would  focus  on  improving  physician -carrier  relations  through  physician 
input  into  policy  decisions  and  better  explanations  of  these  decisions.  The  committer 
should  meet  at  least  quarterly  to  review  newly  prop^d  Mw^-<t  pclicies  and  polic 
changes.  The  establishment  of  these  committees  must  be  well  publicized  to  physici 
and  beneficiaries.  The  committee  should  reflect  various  medical  specialties,  practk 
settings  and  geographic  areas  of  that  carrier. 

2)  THE  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES  SHOULD  PURSUE 
ITS  NOVEMBER  5,  1991  INITIATIVE  WITH  A  PROCESS  THAT  WILL  BRING  ALL 
INSURERS,  PUBLIC  AND  PRIVATE,  INTO  AGREEMENT  WITH  RESPECT  TO 
UNIFORM  REQUISITE  INFORMATION  FOR  CLAIMS  SUBMISSION. 

One  of  the  biggest  perceived  hassles  for  physicians  is  the  difference  in  information 
insurers  require  for  billing,  prior  authorization  or  pre-certification  of  services.  By 
standardizing  the  information  that  the  insurers  require,  physicians  and  their  offices 
would  be  less  burdened. 


3)  CARRIER  COMMUNICATIONS  WITH  PHYSICIANS  AND  THEIR  STAFFS 
SHOULD  BE  IMPROVED  USING  AVAILABLE  TECHNOLOGY  AND  SPECIALLY 
TRAINED  PERSONNEL. 


Toil  free  telephone  lines  should  be  established  by  carriers  for  physicians  and 
beneficiaries  using  funds  specifically  appropriated  by  Congress  for  this  purpose.  Carriers 
should  develop  an  appropriate  vehicle  for  providing  information  to  physicians  about 
current  policies. 

4)  THE  HEALTH  CARE  FINANCING  ADMINISTRATION  SHOULD  REVIEW  THE 
LANGUAGE  ON  THE  EXPLANATION  OF  MEDICARE  BENEFIT  LETTERS  TO 
BENEFICIARIES  AND  NOTICES  TO  PHYSICIANS. 

HCFA  needs  to  ensure  that  the  tone  of  these  notices  is  not  offensive  or  inflammatory 
and  that  the  communication  is  understandable  and  free  of  bureaucratic  jargon. 
Additionally,  it  is  the  committee  members'  belief  that  since  the  balanced  billing  limit 
reaches  115  percent  on  January  1,  1993,  and  thereby  limits  the  beneficiaries  financial 
liability,  legislative  relief  should  be  sought  to  eliminate  the  language  on  the  Explanation 
of  Medicare  Benefits  stating  how  much  the  beneficiary  would  have  saved  by  using  a 
participating  physician. 
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5)  CLAIMS  DENIALS  AND  POST  PAYMENT  MEDICAL  REVIEW 
NEED  TO  BE  REVIEWED. 


The  committee  heard  testimony  from  many  individuals  representing  various  medical 
organizations  that  claim  denial  is  a  source  of  extreme  frustration.  Physicians  and  their 
staffs  attest  that  they  receive  denials  or  downcoding  on  claims  without  an  explanation. 
The  committee  recommends  the  following: 

a)  Alternate  ways  to  expeditiously  resolve  disputes  should  be  developed. 

b)  Postpayment  medical  review  should  be  streamlined  so  that  the  need  for 
postpayment  audits  would  be  limited. 

Further,  the  committee  believes  that  the  government  should  be  required  to  pay 
interest  on  recouped  monies  when  a  determination  is  overturned  on  appeal. 

6)  REQUIRE  THE  PEER  REVIEW  ORGANIZATION  (PRO)  TO  ALERT  A 
PHYSICIAN  IN  WRITING  BEFORE  REACHING  A  PRO  FINAL  DECISION  OF  A 
CONFIRMED  QUALITY  PROBLEM  THAT  WILL  RESULT  IN  THE  ASSIGNING  OF 
POINTS  UNDER  THE  QUALITY  INTERVENTION  PLAN. 

Under  the  current  system,  the  PRO  is  required  to  contact  the  physician  once  a  potential 
problem  is  identified.  This  notification  should  clearly  explain  the  nature  of  the  potential 
problem  and  offer  the  physician  an  opportunity  to  submit  information.  It  is  the 
committee's  intent  that  a  second  notification  be  made  prior  to  the  PRO  issuance  of  a 
final  decision.  This  will  allow  the  physician  to  discuss  the  matter  with  the  PRO  by 
telephone,  in  writing,  or  in  person. 

7)  ELIMINATION  OF  THE  REQUIREMENT  THAT  AT  EACH  HOSPITAL  WHERE  A 
PHYSICIAN  HAS  ADMITTING  PRIVILEGES,  HE  OR  SHE  MUST  SIGN  AN  ANNUAL 
CERTIFICATION  THAT  HE  OR  SHE  ACKNOWLEDGES  THE  PENALTIES  THAT 
CAN  BE  IMPOSED  IF  INFORMATION  PERTAINING  TO  A  BENEFICIARY  IS 
FALSIFIED. 

Physicians  find  this  requirement  extremely  burdensome.  The  committee  recommends 
that  an  attestation  signed  by  a  physician  initially  and  kept  on  file  at  each  hospital  in 
which  the  phyakiin  has  admitting  privileges  should  be  sufficient  to  ensure  that  the 
physician  is  aware  of  the  responsibilities  and  liabilities  of  his  or  her  actions. 
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*)  EFFORTS  BE  MADE  TO  COORDINATE  QUALITY  REVIEW  OF  PHYSICIAN  AND 
HOSPITAL  SERVICES. 

The  committee  members  recognize  that  there  are  multiple  quality  assurance  activities  by 
different  reviewing  bodies  that  have  different  responsibilities  for  reviewing  the  quality  of 
care  rendered  to  patients.  The  committee  urges  HCFA  and  others  to  woik  with  hospital 
organizations  to  analyze  and  resolve  problems  created  by  this  duplicative  effort 
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I.  PHYSICIAN-CARRIER  COMMUNICATIONS 


Physicians  are  concerned  that  poor  communications  between  the  carriers  and  themselves 
may  lead  to  poor  service  for  Medicare  beneficiaries  and  create  confusion  among  all 
three  parties.  The  committee  identified  and  discussed  four  areas  that  need  to  be 
addressed  to  improve  physician-carrier  communications,  as  summarized  below. 


1.    The  need  to  enhance  trust  in  the  relationship  between  physicians 
and  carriers. 


Background 

There  is  no  HCFA  'Physicians  Manual.'  Carriers  are  responsible  for  informing 
physicians  of  relevant  (Medicare  part  B)  programs  and  procedures,  according  to  HCFA's 
Contractor  Instructions."  As  a  result  communications  between  carriers  and  physicians 
must  be  timely  and  understandable.  Before  the  appointment  of  carrier  medical  directors 
there  was  little  bidirectional  flow  of  information  between  physicians  and  carriers.  For  a 
trusting  relationship  to  develop  there  needs  to  be  greater  involvement  of  physicians  in 
generating  Medicare  policies  at  the  central  office  and  carrier  levels. 


Physician  Concerns 

Committee  members  and  physicians  who  testified  before  the  committee  noted  the  need 
to  build  trust  between  the  practice  community,  the  carriers  and  the  PROs.  They 
outlined  specific  problem  areas  and  offered  solutions  that  should  enhance  trust  through 
changes  in  policy,  procedure,  and  communication  that  are  presented  throughout  this 
report  The  lack  of  trust  stems  largely  from  the  adversarial  relationship  that  has 
developed  between  many  physicians  and  the  government  in  general  and  the  Medicare 
program  in  particular.  A  more  productive  orientation  should  be  encouraged  so  that 
physicians,  carriers  and  PROs  work  together  in  the  best  interest  of  the  beneficiaries. 

Recommendntinaa 

The  committee  recommends  that  each  carrier  be  required  to  establish  a  Physician 
Advisory  Committee  which  would  focus  on  improving  physician-carrier  relations  through 
physician  input  into  policy  decisions  and  better  explanations  of  these  decisions.  — 
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■  The  suggested  committee  composition  should  include  members  appointed  bv 
the  carrier  and  state  medical  association.  Among  the  members  should  be  the 
carrier  and  peer  review  organization  (PRO)  medical  directors  (or  their 
designees),  the  president  of  the  state  medical  association  (or  his  or  her 
designee),  respected  physicians  currently  caring  for  Medicare  beneficiaries,  and 
a  Medicare  beneficiary.  The  advisory  committee  composition  should  reflect 
various  medical  specialties,  practice  settings,  and  geographical  areas  throughout 
the  state.  If  the  state  medical  society  declines  to  join  the  committee,  other 
professional  medical  associations  should  be  solicited  to  participate. 
Congressional  staff  members  from  district  offices  should  be  invited  to  observe. 

■  The  advisory  committee  should  meet  at  least  quarterly  to  review  newly 
proposed  Medicare  policies  and  policy  changes  required  by  HCFA.  It  also  will 
consider  generic  problems  raised  by  the  carrier,  PRO,  physicians,  or 
beneficiaries,  but  it  will  not  consider  disputes  raised  by  individual  physicians, 
group  practices,  or  beneficiaries.  The  committee  will  make  regular,  formal 
reports  to  local  and  state  medical  organizations. 

■  The  establishment  of  these  committees  must  be  well  publicized  to  physicians 
and  beneficiaries. 


2.    The  Deed  for  carrier  staff  to  be  able  to  address  physician  concerns. 


Background 

Until  recently,  a  limited  number  of  carriers  (15)  maintained  toll-free  telephone  numbers 
for  providers  to  contact  carriers  with  questions  about  their  claims.  The  toll-free  service 
has  been  discontinued  because  of  budgetary  constraints.  HCFA  plans  to  institute 
automated  response  units  at  the  carriers  so  that  physicians  can  get  status  reports  on  their 
pending  claims  and  information  about  new  policies.  There  will  be  no  limit  on  the 
number  of  telephone  inquiries  and  the  service  will  be  available  during  computer 
operating  hours. 


Physician  Catena 

Physicians  discussed  five  key  issues  in  this  area.  First,  camera  have  placed  limits  on  the 
number  of  inquiries  physicians  may  make  during  each  call. 

Second,  occasionally  these  inquiries  may  be  answered  by  seemingly  inadequately  trained 
personnel. 
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Third,  it  has  been  stated  that  some  carriers  have  not  always  informed  physicians  of 
coding  and  reimbursement  changes  in  a  timely  manner.  Some  of  the  newsletters  and 
other  bulletins  used  by  carriers  to  convey  this  information  are  not  well  organized  or 
clearly  written. 

Fourth,  physicians  have  difficulty  contacting  the  carrier  by  telephone  to  get  responses  to 
questions.  Examples  of  this  problem  include  busy  telephone  lines,  dealing  with  nameless 
reviewers,  inability  to  talk  with  the  same  person  in  follow-up  on  a  case,  and  not  being 
able  to  leave  a  recorded  message.  There  have  been  no  HCFA  standards  for  carriers' 
provider  telephone  service. 

Fifth,  after  hearing  testimony,  committee  members  believe  institution  of  an  800  number 
may  be  cost-effective  and  improve  relationships  between  carriers  and  physicians. 


Recommendations 

The  committee  recommends  that: 

■  Carrier  communications  with  physicians'and  their  staffs  be  consistent,  accurate, 
and  timely.  Carriers  should  examine  communication  problems  with  physicians 
and  their  staffs  and  improve  communications  using  all  available  technology, 
including  the  proposed  automated  call  response  system.  Separate  telephone 
lines,  staffed  by  specially  trained  personnel,  should  be  designated  to  answer 
questions  from  physicians  and  their  employees. 

■  Toll-free  telephone  lines  (800  numbers)  for  physicians  and  beneficiaries  should 
be  established  by  carriers  with  sufficient  funds  specifically  appropriated  by 
Congress  to  HCFA  for  this  purpose.  Money  from  other  parts  of  the  Medicare 
appropriation  must  not  be  transferred  to  institute  this  service.  Toll-free 
telephone  lines  for  beneficiaries  should  be  maintained. 

■  Carrier  staff  training  and  educational  programs  should  be  strengthened. 

■  All  carriers  should  develop  an  appropriate  vehicle  for  providing  information  to 
physicians  about  current  policies;  two  options  for  doing  this  are  loose-leaf 
notebook  policy  manuals,  and/or  annually  indexed  newsletters.  Carriers  should 
solicit  input  from  the  local  physician's  community  on  how  to  best  communicate 
this  information. 
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3.    The  need  to  review  the  language  on  the  Explanation  of  Medicare 
Benefits  (EOMB)  concerning  participating  physicians. 


Background 

The  EOMB  is  used  to  notify  Medicare  beneficiaries  of  the  action  taken  on  claims 
part  B  benefits.  The  EOMB  provides  a  record  of  medical  services  rendered  and  ' 
sums  of  the  part  B  deductible.  An  additional  important  function  of  the  EOMB 
informing  beneficiaries  of  their  appeal  rights.  The  EOMB  is  specifically  designer  as  a 
notice  to  beneficiaries. 

It  is  a  statutory  requirement,  mandated  by  the  Social  Security  Act,  Section  1842(b)(7), 
that  the  EOMB  include  two  messages.  The  first  message  notifies  beneficiaries  that  help 
finding  participating  physicians  is  available  by  calling  a  toll-free  telephone  number  and/or 
obtaining  a  free  copy  of  the  appropriate  participating  physician  directory.  The  second 
message  informs  beneficiaries  about  potential  savings  available  by  using  participating 
physicians. 


Physician  Concerns 

Physicians  believe  that  some  of  the  current  language  used  in  the  EOMB  is  difficult  for 
the  beneficiary  to  understand  and  is  pejorative  and  inflammatory.  Beneficiary  reaction 
to  the  language  also  may  disrupt  the  patient-physician  relationship,  which  should  be 
based  on  quality  of  care,  because  the  EOMB  focuses  on  the  economics  related  to  care. 
Physicians  think  the  focus  on  financial  concerns  is  particularly  unfair  because  the 
differences  between  their  charges  and  those  approved  by  Medicare  often  are  minimal. 
For  instance,  patients  are  advised  of  as  little  as  one  dollar  savings  if  they  had  gone  to  a 
Medicare  participating  physician.  By  1993  the  balanced  billing  limits  enacted  by 
Congress  will  further  reduce  differences  in  allowable  charges  between  participating  and 
aonparticipating  physicians. , 

Examples  of  language  that  may  threaten  the  patient-physician  relationship  include  this 
statement  on  the  EOMB  sent  to  beneficiaries: 

Participating  doctors  and  suppliers  always  accept  assignment  of  Medicare 
claims.  Sat  the  back  of  this  notke  for  an  explanation  of  assignment  Write 
or  call  as  for  the  name  of  a  participating  doctor  or  supplier  or  for  a  free  list 
of  participating  doctors  and  suppliers.  Your  doctor  or  supplier  did  not 
accept  assignment  of  your  claim(s)  touting  "X*  amount 
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The  following  example  of  a  statement  that  might  confuse  Medicare  beneficiaries  is  u 
from  the  Payment  and  Postpayment  Procedures  manual.  This  statement  is  used  by 
carriers  in  the  EOMB  to  inform  beneficiaries  when  payment  is  denied  due  to  failure 
furnish  information. 

Medicare  cannot  pay  for  this  because  your  doctor  did  not  give  us  a 
diagnosis  code  for  the  services  you  received  or  did  not  tell  us  among 
several  codes  submitted  which  code  belongs  to  the  service.  The  doctor 
cannot  bill  you  for  the  service. 


Recommepdatloqs 

The  committee  recommends  that: 

■  HCFA  thoroughly  review  all  EOMB  language  to  ensure  that  it  is  easily 
understood  and  presented  in  a  neutral  tone;  special  attention  should  be  paid  to 
avoiding  language  that  states  or  implies  a  physician's  service  was  unnecessary. 

■  HCFA  should  specifically  re-examine  language  used  concerning  participation  to 
determine  if  changes  are  possible. 

■  Legislative  relief  should  be  sought  from  the  requirements  that  EOMB  provide 
information  about  bow  to  obtain  the  name  of  a  participating  physician.  This 
information  is  available  in  the  Medicare  handbook. 

■  Legislative  relief  should  be  sought  to  eliminate  EOMB  language  stating  how 
much  the  beneficiary  would  have  saved  by  using  a  participating  physician 
effective  January  1,  1993,  when  the  balanced  billing  limits  reach  115  percent 

4.    The  need  to  involve  physicians  in  evaluating  carrier  performance. 


Background 

HCFA  meaaue*  and  evaluates  the  performance  of  Medicare  carriers  through  a 
legislatively  —dated  system  of  criteria  and  standards  called  the  Contractor 
Performance  Evaluation  Program  (CPEP).  The  CPEP  objectives  are  to  (1)  measure  and 
evaluate  Medicare  program  administration  to  ensure  it  is  effective  and  efficient,  as 
required  by  law;  (2)  improve  contractor  performance  through  an  ongoing  system  of 
review  and  appraisal;  (3)  provide  an  empirical  basis  for  taking  any  contract  actions  that 
may  be  indicated;  (4)  identify  performance  problems  requiring  corrective  action;  and  (5) 
provide  comprehensive  performance  information  in  support  of  program  initiatives. 
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The  CPEP  is  revised  and  administered  annually  with  input  from  all  interested  oarties. 
including  Medicare  contractors,  professional  associations,  health  care  providers,  the 
general  public  and  government  agencies.  The  CPEP  for  fiscal  year  1991  is  comprised  of 
79  performance  standards  that  measure  performance  against  criteria  in  10  functional 
areas:  Unit  Cost,  Process  Claims,  Medical  Review,  Medicare  Secondary  Payer,  Pricing 
and  Coding,  Financial  Management,  Beneficiary  and  Provider  Services,  Reporting,  Fraud 
and  Abuse,  and  Management  of  Change. 

The  difficulties  in  the  existing  relationship  between  physicians  and  carriers,  as  discussed 
or  implied  throughout  the  committee's  deliberations,  support  the  need  to  involve 
physicians  in  evaluating  carrier  performance. 

Physician  Concerns 

Physicians  are  concerned  that  HCFA's  annual  carrier  performance  reviews  do  not 
include  an  evaluation  by  the  physician  community  and  that  in  some  instances  measures 
of  CPEP  may  not  reflect  performance  accurately.  The  qualifications  of  the  carrier 
medical  director  and  other  staff  also  are  concerns. 

An  American  Society  of  Internal  Medicine  (ASIM)  membership  survey  found  physicians8 
feelings  towards  medical  directors  to  be  generally  positive.  However,  the  committee  is 
concerned  about  the  qualifications  of  medical  directors,  and  emphasized  the  importance 
of  hiring  directors  respected  by  the  medical  community  who  have  recently  been  in  or 
who  are  currently  in  practice. 


Recommendatl 


The  committee  recommends  that: 

■  HCFA  be  required  to  conduct  a  pilot  project  that  would  include  developing  a 
standard  physician  survey  to  measure  carrier  performance,  testing  this  survey  in 
selected  states,  and  making  the  results  available  to  each  state  s  earner  and 
Physician  Advisory  Committee.  Physicians  who  are  representative  of  those 
caring  for  Medicare  beneficiaries  should  be  surveyed. 

■  The  survey  should,  after  appropriate  testing  and  evaluation,  be  made  a  part  of 
carrier  evaluation. 

■  Survey  results  must  be  considered  along  with  the  Contractor  Performance  . 
Evaluation  results  in  judging  carrier  performance  and  making  contract   


decisions. 
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When  recruiting  full-time  medical  directors  (or  associate  medical  directors), 
preference  should  be  given  to  physicians  recently  practicing  in  the  state  who 
have  treated  Medicare  patients.  Preference  should  be  given  to  part-time 
medical  directors  (or  associate  medical  directors)  currently  treating  Medicare 
patients  who  will  continue  in  clinical  practice. 
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II.  CLAIMS  PROCESSING 


The  committee  identified  and  discussed  the  six  key  issues  summarized  below. 

1.    Medicare,  Medicaid  and  private  insurers  require  different 
information  for  claims  processing. 


Background 

Public  and  private  payers  require  different  information  for  billing.  Claim  forms,  formats 
and  documentation  requirements  vary  widely.  Payers  require  different  information  for 
prior  authorization  or  pre-certification  approvals. 


Physician  Concern* 

The  variation  in  payers  requirements  for  claims  processing  place  an  unnecessary  burden 
on  physicians,  and  their  office  and  billing  personnel. 


Recommendations 

The  committee  recommends  that: 

■  The  Department  of  Health  and  Human  Services  should  pursue  its 
November  5,  1991,  initiative  with  a  process  that  will  bring  all  insurers,  public 
and  private,  into  agreement  with  respect  to  the  uniform  requisite  information 
for  claims  submission.  Forms  and  physician  identification  numbers  should  be 
identical  for  all  insurers.  Documentation  requirements  should  be  made  as 
uniform  as  possible. 

■  Information  required  for  pre-approval  of  hospitalizations  or  procedures  should 
be  consistent 
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2.     Medicare  has  withheld  payment  from  physicians  while  determining 
whether  Medicare  is  the  primary  or  secondary  payer. 


Background 

Since  1980,  a  series  of  changes  in  the  Social  Security  Act  have  made  Medicare  the 
secondary  payer  after  other  insurers  in  certain  situations.  To  determine  whether 
Medicare  is  the  primary  payer,  the  contractor  sends  the  beneficiary  a  questionnaire  to 
determine  whether  there  is  other  insurance  that  should  make  reimbursement  before 
Medicare.  This  is  sent  after  the  beneficiary's  first  claim  is  filed.  Medicare  will  not  pay 
either  the  beneficiary  or  the  provider  until  the  Medicare  as  a  Secondary  Payer  (MSP) 
information  is  received.  Subsequent  claims  may  also  be  denied  until  MSP  information  is 
provided  by  the  beneficiary.  The  HCFA  has  been  studying  alternative  ways  to  determine 
if  Medicare  is  a  secondary  payer. 

There  are  inconsistencies  between  the  carriers  and  intermediaries.  All  47  intermediaries 
pay  the  initial  and  subsequent  claims  received  while  MSP  development  is  under  way.  In 
contrast  most  carriers  (30  of  the  34)  pay  the  first  claim  but  suspend  payment  for 
subsequent  claims  until  the  MSP  information  is  received. 


Physician  Concerns 

Physicians'  claims  may  be  denied  because  Medicare  patients  fail  to  complete  and  return 
MSP  questionnaires.  Physicians  and  suppliers  are  concerned  that  payment  of  their  bills 
by  Medicare  contractors  may  be  dependent  on  beneficiaries  completing  questionnaires. 
Completion  of  the  MSP  questionnaire  is  a  matter  between  the  beneficiary  and  Medicare. 
While  physicians  may  assist  patients  to  complete  the  questionnaire,  they  should  not  be 
penalized  by  delay  in  payment  for  not  completed  questionnaires.  At  present,  a 
temporary™  policy  suspending  the  MSP  requirement  is  in  effect  for  claims  filed  for 
serving  the  disabled  population.  The  American  Medical  Association  (AMA)  and  the 
HCFA  developed  this  exception  and  the  AMA  recommended  that  it  be  extended  to  "all 
MSP  activities  directed  at  the  newly  eligible,  working  aged,  spouse  of  a  working  aged 
and  disabled  populations." 


Recommendatifa 

The  committee  recommends  that: 

a  HCFA  review  this  process  and  the  impact  it  has  on  both  physicians  and 
beneficiaries.  HCFA  should  develop  alternatives  for  obtaining  MSP  status 
before  submission  of  the  first  claim  such  as  an  initial  enrollment  questionnaire. 
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■  Physicians*  staff  should  routinely  inquire  of  patients  about  MSP  status. 

■  HCFA  should  extend  the  current  temporary  policy  that  suspends  the  MSP 
requirement  for  the  disabled  population  to  cover  all  Medicare  beneficiaries  and 
make  the  temporary  policy  permanent;  so  that  payment  to  physicians  is  not 
delayed  because  of  a  beneficiary's  failure  to  complete  the  MSP  questionnaire. 
(Note:  instructions  implementing  this  last  recommendation  were  issued  by 
HCFA  to  the  carriers  in  December  1991) 


3.    Electronic  media  claim  bills  and  the  provision  of  additional 
documentation. 


Background 

All  carriers  are  required  to  accept  the  National  Standard  Electronic  Format  for  claims, 
including  attachments,  effective  July  I,  1991.  This  form  accommodates  all  part  B  claims 
and  most  attachments. 


Physician  Concerns 

Physicians  want  incentives  to  encourage  physician  use  of  electronic  billing.  Steps  should 
be  taken  to  promote  continued  development  of  relevant  technology. 

In  a  discussion  of  documentation,  it  was  noted  that  physicians  often  submit  supplemental 
documentation  with  a  claim,  but  do  not  believe  that  the  carriers  uniformly  consider  that 
information  when  making  denial  determinations.  There  is  a  perception  that  many 
earner  requests  for  documentation  are  merely  delays  in  payment  that  are  designed  to 
build  the  government's  cash  reserves.  In  addition,  concern  was  expressed  that  additional 
paper  documentation  sent  by  physicians  is  not  correctly  identified  and  processed  by 
carriers. 

Questions  were  raised  about  how  to  develop  an  interchange  between  HCFA  and 
physicians  to  facilitate  increased  use  of  electronic  billing.  Special  concerns  included  how 
the  govern  meat  could  best  respond  to  physicians  who  have  different  personnel 
capabilities  aad  financial  resources,  and  how  to  make  certain  that  physicians  from  a 
variety  of  practice  settings  are  heard  (for  example,  physicians  in  small  practices  in  rural 
settings). 
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The  committee  endorses  the  movement  toward  total  electronic  claims  submission.  It 
recommends  that 

■  Physicians  submitting  claims  electronically  continue  to  receive  faster  payment 
than  those  physicians  manually  submitting  claims. 

■  HCFA  and  carriers  should  develop  and  supply  providers  with  billing  software 
and  supplies  at  no  or  minimal  cost 

■  Carriers  and  physicians  be  informed  about  techniques  that  facilitate  electronic 
claims  transmission. 

■  A  network  be  created  to  inform  all  carriers  about  innovations  in  electronic 
communications  developed  by  commercial  insurers  or  any  of  the  carriers. 

■  HCFA  must  continue  to  develop  means  for  physicians  to  electronically  transmit 
documents  that  support  claims. 

■  Carriers  should  always  review  supplemental  documentation. 

■  HCFA  needs  to  continue  to  develop  incentives  to  encourage  further  use  of 
electronic  billing. 


4.    The  impact  of  continual  changes  in  billing  requirements  on  the 
electronic  submission  of  claims. 


Background 

Changes  in  billing  requirements  cannot  be  accommodated  as  quickly  in  electronic 
systems  as  in  manual  systems. 


Hi|  licilfl  g—M 

Many  more  personnel  and  financial  resources  are  required  to  make  changes  in  electronic 
billing.  Changing  electronic  billing  procedures  is  more  time  consuming  than  changing 
paper  billing  systems,  and  HCFA's  time  requirements  for  changes  in  procedures  must 
reflect  this  difference.  Therefore,  the  committee  emphasized  the  need  to  (1)  limit  the 
frequency  with  which  changes  are  made  and  (2)  allow  physicians  and  providers  adequate 
time  to  make  required  modifications  in  their  billing  systems. 
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R^ommendatlorn 


The  committee  recommends  that: 

■  Changes  in  billing  procedures  that  affect  providers  should  occur  no  more 
frequently  than  every  6  months. 

■  Providers  should  receive  120  days  notice  of  any  major  change  in  billing 
procedures. 


5.  Elective  fee  disclosure  for  aon participating  physicians. 


Background 

Section  1842(m)  of  the  Social  Security  Act  (the  Act),  as  amended  by  Section  9332(d)  of 
the  Omnibus  Budget  Reconciliation  Act  (OBRA)  1986,  requires  aonparticipating 
physicians  who  do  not  accept  assignment  on  elective  surgical  procedures  to  make  certain 
fee  information  available  in  writing  to  the  beneficiary  when  the  charge  for  the  elective 
procedure  is  $500  or  more.  The  Medicare  Carriers  Manual  defines  elective  surgery  as 
non-emergency  surgery  (Section  4360). 


Physician  Concerns 

Many  physicians  believe  the  elective  surgery  disclosure  requirement  for  nonparticipating 
physicians  is  onerous  and  think  it  potentially  could  impair  establishing  and  maintaining 
positive  doctor-patient  relationships. 

In  addition,  physicians  believe  the  practical  implementation  of  the  statute  creates 
problems.  For  example,  a  referring  physician  might  feel  pressured  to  use  a  specialist  in 
a  distant  location  who  participates  in  Medicare  rather  than  a  local  specialist  who  does 
not.  This  may  inconvenience  patients  and  cause  ill-will  among  physicians. 

Physicians  also  are  concerned  about  the  impact  of  fee  estimates  on  doctor-patient 
relationships.  They  are  required  to  give  patients  cost  estimates  for  surgery  before 
operating,  evea  though  it  may  be  determined  intraoperative^  that  the  patient  needs 
additional  or  other  surgery.  The  difference  between  the  actual  fee  and  the  estimated  fee 
in  such  cases  potentially  could  impair  doctor-patient  relations. 


16 


The  committee  also  discussed  the  need  for  a  better  definition  of  elective  surgery  and 
current  procedures  for  determining  when  surgery  should  be  classified  as  emergency 
rather  than  elective.  For  example,  physicians  believe  that  most  patients  with  hip 
fractures  require  emergency  or  urgent  surgery.  However,  because  of  operating  room 
schedule  deousd,  the  hip  fracture  patient  may  have  to  wait  until  a  non-emergency 
operating  room  slot  is  available.  Or  the  patient  may  need  stabilization  of  other  medical 
conditions  prior  to  surgery.  Both  of  these  eventualities  may  delay  surgery  beyond  the 
Medicare  definition  of  emergency  surgery  thus  requiring  fee  disclosure. 


Recommendations 

The  committee  members  commend  HCFA's  response  to  their  concerns  about  the  fee 
disclosure  requirement  for  non-participating  physicians  who  do  not  accept  assignment  by 
clarifying  the  definition  of  elective  surgery  as  not  including  patients  operated  on  within 
48  hours  of  admissions  through  the  emergency  room. 

However,  the  panel  noted  that  the  Medicare  law  as  amended  will  reduce  balance  billing 
limits  to  115  percent  of  the  Medicare  physician  fee  schedule  effective  in  1993.  Because 
beneficiaries  will  be  able  to  obtain  the  fee  schedule  for  any  service  for  all  physicians  in  a 
locality  and  the  maximum  amount  available  under  balanced  billing,  there  no  longer  will 
be  a  need  to  require  the  elective  surgery  fee  disclosure  after  January  1,  1993. 

As  a  result  the  committee  recommends: 

■  Repeal  should  be  sought  of  the  disclosure  requirement  for  nonparticipating 
physicians  effective  January  1,  1993. 

■  If  the  first  recommendation  is  not  implemented,  the  Secretary  should  initiate 
legislative  relief  for  the  fee  disclosure  requirement  in  sates  that  do  not  now 
permit  balance  billing  or  currently  have  a  limit  of  115  percent  or  less. 


6.    Claims  for  use  of  unlabeled  drugs* 


Background 

Section  1862(a)(lKA)  of  the  Social  Security  Act  states  that  items  and  services  covered 
by  Medicare  must  be  "reasonable  and  necessary"  for  the  diagnosis  or  treatment  of  an 
illness  or  injury.  National  Medicare  coverage  policy  interprets  "reasonable  and 

necessary"  as  safe  and  effective. 
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Drop  approved  for  marketing  by  the  FDA  are  considered  to  be  safe  and  effective  wh« 
used  for  indications  specified  on  the  label.  When  these  drugs  are  used  "ofMabel"  (for 
treatment  of  conditions  that  are  not  indicated  or  contraindicated  by  the  FDA),  the 
Medicare  carrier  responsible  for  processing  the  claim  makes  the  coverage  decision  in 
absence  of  a  Medicare  national  coverage  policy  decision  issued  by  HCFA. 


Physician  Concerns 

There  is  considerable  variation  among  carriers  oo  their  policies  for  payment  for  ofMabel 
use  of  drugs.  Refusal  to  pay  for  these  drugs  is  of  special  concern  to  oncologists,  as  many 
use  cancer  chemotherapy  agents  that  have  not  yet  been  fully  approved  by  the  FDA  for 
malignancies.  There  is  concern  that  with  the  rapid  change  in  drug  development  and 
indications  for  use  that  the  carriers  maintain  timely  review  of  coverage  determinations. 

There  is  also  variation  in  carrier  coverage  policies  for  other  not  self-administered  drugs 
such  as  gold  or  methotrexate  for  rheumatoid  arthritis.  For  example  in  some  states,  the 
Medicare  carrier  does  not  pay  for  any  methotrexate  injections;  while  in  other  states,  the 
carrier  only  reimburses  for  methotrexate  injections  for  treatment  of  some  cancers. 


Recommendations 

The  committee  recommends  that: 

a   HCFA  work  towards  greater  uniformity  of  coverage  policies  among  carriers  for 
otf  label  drug  use. 

a  Each  earner  seek  input  from  the  proposed  physician  advisory  committees  to 
establish  policies  meeting  the  needs  of  local  physicians. 

■  All  carrier  medical  directors  should  share  local  policy  decisions  to  achieve 
greater  uniformity,  in  national  policy  when  possible. 

■  Coverage  decisions  will  be  made  by  the  carrier,  however.  HCFA  should  instruct 
carriers  to  consult  major  drug  compendia  such  as  the  U.S.  Pharmacopeia, 
American  Hospital  Formulary,  and  the  Compendia  in  addition  to  other  sources 
wbea  making  coverage  decisions. 
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III.  MEDICAL  REVIEW 


The  committee  dbcussed  Medical  Review,  focusing  on  the  following  issues: 


1.  Denials  for  concurrent  care. 


Background 

HCFA  has  required  carriers  to  develop  screens  that  identify  claims  in  which  more  than 
one  doctor  of  the  same  or  similar  specialty  or  subspecialty  bills  Medicare  for  services  to 
a  beneficiary  on  the  same  date.  These  claims  are  manually  reviewed  for  medical 
necessity. 

HCFA  is  working  with  professional  organizations  to  develop  a  comprehensive,  uniform 
list  of  medical  specialties  and  subspecialties  that  will  be  distributed  to  carriers  with 
directions  for  use. 


Physician  Concerns 

Denials  for  concurrent  care  may  occur  when  multiple  specialists  care  for  a  single  patient 
on  the  same  date.  Physicians  raised  concerns  about  what  seems  to  be  arbitrary  and 
random  payments  for  concurrent  care,  and  the  need  for  uniform  policy.  For  example, 
^ome  carriers  recognize  rheumatology  as  a  subspecialty  of  internal  medicine  and 
reimburse  Traumatologists  for  concurrent  care  while  other  carriers  do  not  When  an 
internist's  subspecialty  is  not  recognized  by  the  carrier  then  the  claim  may  be  denied 
because  the  family  practitioner  or  general  internist  already  has  billed  for  the  service  on 
the  same  day. 

Another  example  of  denial  for  concurrent  care  was  an  internist  who  had  cared  for  a 
patient  for  40  days,  was  denied  payment  for  all  visits  because  the  patient  had  a  pace- 
maker implanted.  Only  the  surgeon  was  viewed  as  the  physician  who  should  be 
reimbursed.  Deaiai  of  payment  to  the  internist  was  viewed  by  the  carrier  as  unnecessary 
concurrent  cm. 
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Recommendations 

Since  the  inception  of  Medicare,  the  practice  of  medicine  has  changed,  hospitalized 
patients  are  often  more  acutely  ill  and  have  multiple  organ  system  problems. 
Contemporary  medical  management  recognizes  that  this  change  often  necessitates  the 
use  of  multiple  physician  specialists  in  consultative  and  follr    _p  fve,  As  a  result  there 
are  situations  when  concurrent  care  is  appropriate. 

The  committee  recommends  that: 

■  HCFA  develop  guidelines  for  clinical  situations  where  concurrent  care  is 
appropriate;  this  should  be  done  by  the  carrier  medical  directors  in  cooperation 
with  their  physician  advisory  committees;  these  guidelines  can  be  refined  at 
national  carrier  medical  directors  meetings  to  achieve  nationwide  uniformity. 

■  It  is  anticipated  that  the  development  of  a  standard  list  of  specialists  by  HCFA 
will  relieve  problems  with  concurrent  billing;  after  being  used  uniformly  for  one 
year  by  the  carriers,  the  carriers  should  consult  with  their  physician  advisory 
committees  to  determine  whether  further  refinements  are  necessary. 


Length  of  time  for  carrier  notice  and  comment  period  for  proposed 

policies. 


Background 


In  accordance  with  Medicare  policies,  HCFA's  notice  and  comment  process  requires  the 
earner  medical  director  to  present  proposed  new  or  revised  medical  review  policies  to 
the  state  medical  society  and  to  any  relevant  specialty  societies.  The  medical  director 
must  consider  the  societies'  comments  before  final  policy  is  formulated. 

HCFA  instructions  currently  are  moving  from  a  30-day  notice  and  comment  period  on 
carrier  medical  review  policies  to  a  45-day  period. 

Separate  surveys  by  HCFA  and  the  AMA  found  that  the  notice  and  comment  process 
enhances  communications  between  the  carrier  and  the  physician  community.  Both 
surveys  were  dose  in  February  1990,  approximately  1  year  after  implementation  of  the 
notice  and  comment  process.  Anecdotal  evidence  indicates  significant  improvement  in 
the  process  in  the  short  time  since  the  surveys  were  completed. 
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phvsklan  Concerns 


Physicians  were  coocerned  about  the  brevity  of  the  initial  30-day  comment  period  and 
the  lack  of  publicity  about  its  existence. 

The  results  of  the  AMA  and  HCFA  surveys  indicated  some  physician  concerns  and 
highlighted  some  communication  difficulties  between  physicians  and  carriers.  The  AMA 
surveyed  physicians,  while  HCFA  surveyed  carriers.  AMA  data  showed  that  54  percent 
of  the  state  medical  and  specialty  societies  bad  never  been  asked  to  complete  the  notice 
and  comment  process.  The  HCFA  study  found  that  only  seven  carriers  had  not  initiated 
an  effective  notice  and  comment  process  at  the  time  of  the  survey.  These  carriers 
commented  that  the  state  societies  were  unwilling  to  work  with  them. 

The  AMA  survey  found  that  36  percent  of  the  societies  thought  that  the  notice  and 
comment  process  had  improved  organized  medicine's  relationship  with  the  carriers;  none 
thought  the  process  had  impaired  the  relationship.  HCFA  data  showed  that  71  percent 
of  the  carriers  believed  the  process  improved  the  relationship. 


Recommendations 

rhe  committee  recommends  that: 

■  HCFA  should  be  commended  for  lengthening  the  comment  period  from  30  to 
45  days  and  recommending  that  carriers  and  professional  organizations  evaluate 
the  adequacy  of  the  lengthened  comment  period  12  months  after  it  is  instituted. 

■  Communications  with  physicians  need  to  be  enhanced  through  efforts  of  the 
professional  organizations  and  carriers  working  together  to  ensure  that 
physicians  are  informed  about  the  notice  and  comment  process.  In  particular, 
the  physician  advisory  committees  should  make  special  efforts  to  ensure  that 
key  information  is  disseminated  to  physicians  throughout  the  state. 
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3.    Appearance  of  frequent  and  seemingly  automatic 
claims. 


Background 

Medicare  coding  and  reporting  requirements  for  physicians  include  the  use  of 
appropriate  code  or  codes  to  identify  diagnoses,  symptoms,  conditions,  problems, 
complaints,  or  other  reasons  for  the  beneficiary  visit/encounter.  Codes  are  also  used  to 
identify  service  provided  by  physicians.  Carriers  are  expected  to  educate  providers  about 
coding.  Methods  for  doing  this  include  providing  coding  information  in  the  carrier 
aewsletter;  conducting  seminars;  meeting  with  state  and  local  medical  societies; 
preparing  remittance  notice  messages  advising  providers  of  coding  errors;  and  contacting 
individual  providers  by  letter,  telephone,  or  in  person  about  repeated  coding  errors  and 
the  need  to  improve  accuracy. 

In  keeping  with  Federal  law  and  regulations,  the  carrier  downcodes  claims  when  it 
believes  that  the  physician  s  service  is  more  appropriately  described  by  a  lower  level 
code.  The  general  HCFA  coding  instructions  are  published  in  "Claims  Reviews  and 

Adjudication  Procedures." 


Physician  Concerns 

Some  physicians  believe  dowocoding  is  often  arbitrary,  and  they  do  not  understand 
downcoding  rules.  In  addition,  physicians  are  concerned  that  carriers  do  not  notify  them 
about  dowocoding  in  a  timely  manner  which  results  in  time-consuming  processes  for 
correcting  unintended  overbilling.  Questions  were  raised  about  whether  earner  coding 
systems  accurately  reflect  the  intent  of  the  Common  Procedural  Terminology  (CPT) 
codes  and  include  the  appropriate  use  of  modifiers  and  unlisted  procedures. 

In  testimony  the  committee  heard  that  the  dowocoding  of  neurological  consultations  is  a 
national  problem.  It  is  caused  by  the  lack  of  a  Common  Procedural  Terminology  (CPT) 
neurological  evaluation  modifier  for  consultation  or  evaluation  codes.  The  lack  of 
appropriate  codes  has  led  some  carriers  to  require  neurologists  to  perform  general 
physicals  in  addition  to  neurological  examinations  to  qualify  for  reimbursement  for 
comprehensive  consultations. 

Physicians  also  have  concerns  about  downcoding  as  it  pertains  to  concurrent  care.  For 
example,  claims  from  all  of  the  physicians  caring  for  a  patient  may  be  downcoded  if  one 
physician  in  the  group- exceeds  the  limit  on  visits.  In  addition,  if  a  patient  is  seea-for  the 
same  condition  by  a  primary  care  physician  followed  by  a  specialist  the  second 
physician's  claim  received  may  be  downcoded  because  the  bill  is  received  later  by  the 
earner. 
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The  place  where  a  patient  is  seen  may  also  affect  a  downcoding.  One  committee 
member  offered  the  following  example:  A  physician  was  called  to  see  his  partner's  83- 
year-old  patient  00  a  Sunday  night  because  she  was  nauseated  and  vomiting.  He 
examined  her  ia  the  hospital  emergency  room  and  determined  that  she  was  suffering 
simple  gastroenteritis  and  did  not  need  to  be  hospitalized.  According  to  Medicare  rules, 
the  physician  received  $12- -two- thirds  of  the  family  physician  reimbursement-because 
the  patient  was  seen  in  the  hospital  but  did  not  need  to  be  hospitalized.  Also  be  was 
told  that  since  he  did  not  accept  assignment  he  would  have  to  remit  a  certain  amount  of 
money  to  the  client  If  he  had  chosen  to  hospitalize  the  patient,  he  would  "have  made 
this  into  an  economic  success  for  me  and  cost  Medicare  a  considerable  amount  of 
money,*  he  told  the  committee. 


Recommendations 

The  committee  recommends  that: 

■  HCFA  should  be  required  to  develop  standardized  downcoding  language  to  be 
used  by  all  carriers.  The  original  code,  new  code,  and  reason  for  downcoding 

should  be  included  in  the  notices  to  physicians. 

■  HCFA  should  be  required  to  strengthen  medical  review  policies  to  assure  that 
physicians  understand  the  basis  for  downcoding. 

■  Carriers  should  be  required  to  contact  providers  subject  to  frequent 
downcoding  to  promote  better  understanding  of  why  the  downcoding  occurred. 

■  Carrier  medical  directors  and  staff  must  work  with  professional  organizations  to 
ensure  that  medical  policies  are  carefully  communicated  and  well  understood. 


4.    Appearance  of  frequent  and  seemingly  automatic  denials. 


Background 

Section  1862  (a)OXA)  °*  the  Act  provides  that  no  payment  be  made  under  Medicare 
for  services  taat  are  not  reasonable  and  necessary  for  the  diagnosis  and  treatment  of 
illness  or  injury  or  to  improve  the  functioning  of  a  malformed  body  part  There  are  age- 
and  sex- specific  services  that  are  automatically  denied  if  billed  inappropriately. 
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Phvsklan  Concerns 


Physicians  often  do  not  understand  why  payments  for  certain  services  are  denied.  Some 
physicians  believe  that  the  denial  process  is  arbitrary  or  a  form  of  harassment 
explanations  of  denials  frequently  are  inadequate,  and  previously  denied  claims  often  are 
accepted  upon  resubmission.    In  addition,  physicians  expressed  concern  that  there  may 
be  negative  incentives  for  the  patient's  private  physician  to  personally  care  for  patients  in 
emergency  rooms  if  payment  is  substantially  reduced. 

Special  problems  concerning  patients  eligible  for  Medicaid  and  Medicare  were  raised. 
One  carrier  required  a  box  to  be  checked  on  forms  for  dual-eligible  patients  so  that 
Medicaid  would  pay  its  share.  In  one  case,  the  physician  forgot  to  check  the  box.  The 
carrier  knew  the  patient  was  dual-eligible,  but  was  prohibited  by  a  Medicare  directive 
from  making  the  correction.  As  a  result  the  claim  had  to  be  denied  and  resubmitted, 
costing  the  physician  and  the  carrier  additional  time  and  money. 


Recommendations 

TTie  committee  recommends  that: 

■  HCFA  review  the  claims  denial  process  and  develop  a  streamlined  process  to 
resolve  some  claims  disputes  that  might  include  alternative  methods  of 
communication  aside  from  written  notification  (such  as  telephone  or 

electronic). 

■  HCFA  should,  to  the  extent  possible,  develop  standardized  denial  language  to 
be  used  by  all  carriers  to  clearly  state  the  reason  for  denial. 

■  Carriers  should  be  encouraged  to  identify  those  claims  that  appear  to  have 
easily  resolved  problems  and.  in  these  instances,  telephone  physicians'  offices  to 
request  additional  information  before  issuing  a  denial 

■  Carriers  periodically  review  denied  claims  to  find  systematic  errors  that  can  be 
corrected  either  through  improved  physician  communications  or  revised 
processing  procedures. 

■  Carrier  medical  directors  and  staff  work  with  the  appropriate  professional  and 
specialty  organizations  and  the  physician  advisory  committees  to  ensure  that 
medical  policies  are  carefully  communicated  and  well  understood. 
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5.     Release  of  medical  review  parameters  to  physicians. 


Background 

Screening  parameters  identify  the  point  at  which  claims  for  services  are  flagged  for 
further  review,  including  medical  review.  The  parameters  used  are  based  on  the 
resources  available  or  trends  in  billing.  They  are  a  tool  for  reviewing  physician  practices 
and  identifying  possible  abuses. 

HCFA  has  instructed  carriers  not  to  release  the  medical  review  parameters  to  physicians. 
This  appears  to  have  created  an  increased  need  for  documentation  of  claims.  In 
addition,  because  the  physicians  do  not  know  the  parameters,  they  serve  no  educational 
function.  In  accordance  with  Section  4111  of  OBRA  90,  HCFA  currently  is  conducting  a 
study  in  13  carrier  areas  to  assess  the  effect  of  releasing  parameters. 

The  use  of  parameters  is  part  of  the  carriers'  role  in  ensuring  that  no  payments  be  made 
under  Medicare  that  are  not  reasonable  or  necessary  for  the  diagnosis  and  treatment  of 
illness  or  injury  or  to  improve  the  functioning  of  a  malformed  body  part  (as  mandated  by 

Section  1862  (a)(1)(A)  of  the  Act).  • 


Physician  Concerns 

Although  generally  supportive  of  HCFA  study,  physicians  recognize  the  project's 
limitations,   lot  all  screening  parameters  are  released,  and  physicians  do  not  know  the 
greening  criteria  or  how  they  were  developed. 

A  question  was  raised  about  whether  Medicare  dollars  could  be  saved  if  all  the  screens 
were  released  thus  enabliog  physicians  to  provide  all  the  necessary  supportive 
documentation  with  the  initial  submission  of  the  claim  and  give  more  efficient  care. 


Recommendatl 


The  committee  commended  HCFA  for  undertaking  its  current  "Medical  Review 
Parameters  Study"  that  makes  parameters  available  to  physicians  in  selected  locations. 
The  committee  recommends  that: 

■  All  carriers  release  the  entire  panel  of  screens  and  parameters;  however,  the 
carrier  may  use  different  subsets  of  the  published  screens  at  times  unknown  to 


physicians. 
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6.  Claims  review  by  physician  peers  of  the  same  specialty. 


Background 

The  intent  of  peer  review  by  physicians  of  the  same  specialty  is  to  involve  physicians 
constructively  in  the  overall  Medicare  part  B  review  process  and  to  respond  to  physician 
concerns  about  the  ways  carriers  currently  are  implementing  part  B  review. 

A  full-time  equivalent  medical  director  is  required  at  each  carrier  and  is  responsible  for 
many  duties,  including  selecting  consultants  in  the  pertinent  fields  of  medicine  for  expert 
input  about  medical  review  determinations. 


Physician  Concerns 

Physicians  are  concerned  that  denied  claims  be  reviewed  by  physicians  of  the  same 
specialty  who  practice  in  similar  locations.  For  example,  they  are  concerned  that  a  nurse 
or  claims  reviewer,  rather  than  any  physician,  might  review  the  claim. 

rhev  also  note  the  difficulties  of  defining  specialties  and  raised  questions  about  the 
difficulty  of  matching  physician  reviewers  and  physicians  to  be  reviewed.  Physicians 
discussed  at  length  whether  individualized  physician  review  for  specific  cases  is  practical, 
given  the  number  of  claims  reviewed. 


Recommendations 

Fhe  committee  recognizes  the  enormous  cost  involved  in  having  each  denied  or 
downcoded  claim  reviewed  by  a  physician  and  the  practical  problems  of  finding  reviewer 
physicians  from  the  same  locale  and  specialty.  As  an  alternative,  they  suggested  the  use 
of  physicians  to  develop  general  policies  that  would  apply  to  specific  types  of  denials.  As 
a  result  the  committee  recommends  that 

■  Existing  medical  claims  review  guidelines  be  reevaluated  and,  where  necessary, 
new  oaes  developed  by  the  carrier  medical  director  with  input  from  the 
phyjriM  advisory  committee  and  appropriate  medical  specialties  representing  a 
variety  of  practice  settings. 


26 


Physicians  are  concerned  about  (1)  the  retroactive  nature  of  postpayment  review, 
especially  when  they  believe  regulations  were  changed  and  imposed  after  services  were 
rendered  and  (2)  being  penalized  for  carrier  errors  in  making  payment  determinations 
In  addition,  physicians  often  think  of  postpayment  review  as  a  punitive  measure. 

Additionally,  physicians  believe  postpayment  audits  are  intimidating,  time-consuming, 
and  costly.  Some  physicians  believe  that  (1)  they  do  not  receive  clear  and  tunery 
notification,  and  (2)  their  right  to  due  process  is  not  adequately  vouchsafed.  Specific 
concerns  include  the  scientific  validity  of  the  sampling  method  used  to  calculate  the 
amount  of  money  due  back  to  the  government  and  the  lack  of  a  standardized  letter  of 
notification. 


Recommendations 

HCFA  and  the  AMA  are  developing  guidelines  to  help  physicians  understand  what 
needs  to  be  documented  and  how  to  document  it 

The  committee  recommends  that: 

■  Carriers  should  notify  providers  of  a  postpayment  audit  not  less  than  7  working 
days  before  it  is  to  be  conducted. 

■  Hie  government  be  required  to  pay  interest  on  the  recouped  monies  when  a 
determination  is  overturned  on  appeal. 

■  Fhe  current  process  for  conducting  postpayment  review  should  be  streamlined, 
possibly  by  installing  computer  software  in  physicians'  offices  which  would 
increase  the  efficiency,  accuracy  and  completion  of  claims  submitted,  and 
therefore,  limit  the  need  for  many  postpayment  audits. 
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IV.  POST  PAYMENT  MEDICAL  REVIEW 


Background 

In  conformance  with  Title  XVIII  of  the  Social  Security  Act  and  HCFA  regulations, 
carriers  perform  postpayment  medical  review  by: 

1.  Profiling  the  use  patterns  of  all  providers.  Carriers  calculate  the  ratio  of 
specific  procedures  or  range  of  procedures  per  100  beneficiaries  in  a  physician  s 
Medicare  patient  universe  and  compute  this  ratio  for  all  physicians  in  the  same 
specialty  and  locality  group. 

2.  Selecting  the  providers  with  the  highest  use  rates  for  comprehensive  review  of 
beneficiary  medical  records  to  determine  the  medical  necessity  of  services 
provided. 

3    Taking  corrective  action  when  the  services  reviewed  are  determined  to  be 
medically  unnecessary.  Corrective  actions  include  educational  contacts, 
overpayment  recovery,  placing  the  physician  on  prepayment  medical  review  for 
a  period  of  time.  Office  of  the  Inspector  General  referral,  for  further 
investigation  and  possible  sanction,  or  the  assessment  of  a  civil  monetary 
penalty. 

HCFA  instructions  to  carriers  are  published  in  the  Payment  and  Postpayment 
Procedures  section  of  the  carrier  s  manual. 


Physician  Concerns 

Many  physicians  believe  that  they  must  refund  overpayments  within  30  days  or  declare 
financial  hardship  and  pay  back  the  money,  with  interest,  in  installments.  If  a  physician 
wants  to  appeal  the  decision,  the  requirement  is  that  interest  begins  to  accrue  after  30 
days  and  offsets  are  made  against  future  payments  for  both  the  overpayment  and  the 
accruing  interest 

Physicians  question  the  fairness  of  initiating  repayment  before  the  appeals  process  is 
completed.  In  addition,  they  ask  whether  the  government  would  pay  interest  on  loans 
physicians  had  to  take  to  make  repayments  if  the  carrier's  final  determination  wis 
overturned  on  appeal. 
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V.  DURABLE  MEDICAL  EQUIPMENT 


Background 

Section  l834(aX16)  of  the  Act  as  amended  by  Section  4152(0  of  OBRA  90  prohibits 
suppliers  from  distributing  to  physicians  or  beneficiaries  any  completed  or  partially 
completed  forms  or  other  documents  required  by  the  Secretary  of  Health  and  Human 
Services  to-be  submitted  to  show  that  a  covered  item  is  medically  necessary.  Any 
supplier  of  a  covered  durable  medical  equipment  (DME)  item  or  related  supplies  who 
knowingly  and  willfully  violates  this  provision  is  subject  to  a  civil  monetary  penalty  in  an 
amount  not  to  exceed  S  1,000  for  each  such  form  or  document  so  completed  and 
distributed. 

Claims  for  DME  and  related  supplies  can  be  paid  only  if  the  items  meet  the  Medicare 
definition  of  covered  DME  and  are  found  to  be  medically  necessary.  The  determination 
of  medical  necessity  is  made  using  documentation  written  by  the  beneficiary's  physician. 
This  documentation  can  include  medical  records,  plans  of  care,  discbarge  plans, 
prescriptions,  and/or  forms  explicitly  designed  to  facilitate  the  documentation  of  medical 
necessity.  If  a  form  has  been  designed,  it  is  usually  referred  to  as  a  certificate  of  medical 
necessity  (CMN). 


Physician  Concerns 

Physicians  think  that  both  they  and  the  beneficiaries  should  be  able  to  benefit  from 
timely,  appropriate  Medicare  regulations  governing  the  use  of  DME. 

Physicians  are  frustrated  by  the  numbers  of  DME  forms  and  the  lack  of  both 
standardization  and  guidelines  for  their  completion.  They  appreciate  help  from  DME 
suppliers  in  completing  forms  and  are  concerned  about  how  this  service  might  be 

limited. 

Physicians  discussed  some  troubling  supplier  practices.  For  example,  some  suppliers' 
rental  costs  over  the  estimated  period  of  use,  will  exceed  the  purchase  costs. 
Apparently,  some  suppliers  have  delivered  and  installed  DME  in  a  beneficiary's  home 
before  the  pkyskaai's  certificate  of  necessity  was  completed. 

Physicians  am  also  concerned  that  as  government  attempts  to  resolve  problems  related 
to  ordering  DME,  government  would  generate  onerous  amounts  of  paperwork  and  put 
them  in  the  difficult  position  of  serving  as  both  patient  advocate  and  gatekeepers  for 

Medicare  DME  purchases. 
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Recommendations 


The  committee  discussed  possible  ways  to  help  physicians,  including  (1)  developmi 
objective  criteria  for  issuing  DME  and  (2)  using  a  trained  Medicare  employee,  perhaps  a 
nurse  or  physical  therapist,  to  evaluate  the  need  for  DME,  based  on  standard  criteria 

The  committee  endorsed  the  Medicare  requirement  that  physicians  complete  the  medical 
necessity  portion  and  sign  the  DME  certificate.  They  thought  decisions  need  to  be  made 
about  who  initiates  the  supply  request  and  completes  the  form,  how  to  obtain  needed 
information,  and  the  availability  of  forms  reflecting  the  need  for  different  information 
for  different  types  of  equipment  In  addition,  the  committee  discussed  whether 
recertification  or  periodic  reassessment  was  more  helpful  in  determining  the  need  for 
certain  equipment 

The  committee  recommends  that: 

■  The  list  of  DME  items  requiring  a  prescription  or  CMN  before  delivery  should 
be  expanded  to  include  the  more  expensive  or  most  frequently  requested  items; 
expansion  should  be  done  in  consultation  with  practicing  physicians 

■  Medical  necessity  criteria  should  be  stated  for  each  item  on  the  list  of  DME  * 
items. 

a   Both  the  purchase  and  rental  price  of  the  item  should  appear  on  the  CMN 
before  the  physician  signs  it 

■  The  physician  should  indicate  on  the  CMN  whether  the  use  of  the  DME  is 
permanent  or  temporary. 

■  HCFA  will  examine  the  possibility  of  establishing  a  mechanism  to  enable 
physicians  to  receive  pnor  authorization  from  carriers  when  prescribing  certain 
DME  for  beneficiaries. 

■  Legislation  should  be  sought  that  would  relieve  the  beneficiary  from 
responsibility  for  the  cost  of  DME  when  the  supplier  advises  the  beneficiary 
that  Medicare  will  pay  for  it  and  the  physician  does  not  sign  the  CMN. 
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VI.  APPEALS 


Background 

In  accordance  with  Section  1869  of  the  Act  and  HCFA  regulations,  the  appeals  process 
for  a  physician  who  has  accepted  assignment  of  a  beneficiary  s  Medicare  claim 
incorporates  these  steps: 

1     A  written  notification  to  the  physician  of  Medicare's  initial  determination 
(remittance  advice)  is  issued  by  the  carrier. 

2.  A  physician  may  request  a  review  of  the  claim  determination  by  another 
carrier  employee  not  involved  in  the  initial  determination. 

3.  If  a  physician  is  dissatisfied  at  the  review  level  and  his  or  her  claim  is  for  $100 
or  more,  he  or  she  can  request  a  carrier  fair  heanng  decision;  for  claims  of 
$500  or  more,  the  physician  may  request  a  hearing  before  an  administrative 
law  judge  (AU)  if  the  carrier  fair  hearing  process  decision  is  unfavorable. 

4     If  the  administrative  process  does  not  satisfy  the  physician's  concerns  and  the 
claim  is  for  S  1.000  or  more,  it  may  be  taken  to  Federal  court. 

Written  notifications  of  determinations  are  issued,  and  appeals  rights  are  clearly 
specified,  at  each  succeeding  level  of  appeal.  HCFA  instructions  for  earners  are 
published  in  the  Payment  and  Postpayment  Procedures  section  of  the  carrier  s  manual. 

L  mil  1986.  the  part  B  appeals  process  was  limited  to  a  review  by  a  carrier  employee  not 
involved  in  the  initial  determination  and  a  subsequent  "fair  hearing''  by  the  carrier.  The 
latter  is  required  by  Section  1842(b)(3)(C)  of  the  Act  Section  1869(b)(1)(C)  and  (D) 
and  1869(b)(2)(B)  of  the  Act  as  enacted  by  OBRA  1986.  added  the  provision  for  AU 
hearings  and  judicial  review. 

Physician  Concern* 

Physicians  art  concerned  about  having  access  to  and  understanding  the  appeals  process. 
Physicians  should  be  afforded  due  process  before  being  required  to  repay  monies.  The 
committee  heard  testimony  that  reported  excessive  delays  in  obtaining  due  process,  and 
there  often  was  a  delay  of  2  yean  before  a  case  was  heard  by  an  AU.  The  use  of 
telephone  fair  hearings  by  HCFA  is  an  acceptable  alternative  to  in-person  hearings  only 
when  agreed  to  by  the  physician. 
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Other  comments  from  physicians  included  requests  to  clarify  and  better  publicize  the 
appeals  process  and  to  assure  uniform  access  across  the  country. 

The  physicians  also  discussed  having  AUs  dedicated  to  hearing  Medicare  cases  with 
idea  that  these  judges  would  gain  a  better  understanding  of  the  process  and  become 
more  familiar  with  its  complexities. 


Recommendations 

The  committee  discussed  notification,  documentation,  and  timeliness  of  decisions.  They 
expressed  the  need  for  a  well-defined  aod  well-promulgated  process  for  appealing  local 
coverage  decisions  instead  of  the  current  ad  hoc  system.  HCFA  has  asked  the  carriers 
to  analyze  the  information  from  appeals  to  find  patterns  that  might  lead  to  increased 
efficiency  and  fewer  appeals.  TSe  committee  understands  that  once  the  case  is  referred 
to  an  ALJ.  Medicare  has  oo  furmer  control  over  the  timeliness  of  the  AD  hearing. 

To  address  these  concerns,  the  committee  recommends  that: 

■  Some  AUs  be  dedicated  to  reviewing  Medicare  and  PRO  issues. 

■  Carrier  newsletters  include  information  clarifying  the  steps  in  the  appeals 

process. 

■  Medicare  carriers  should  notify  and  work  with  physicians  earlier  in  the  review 
process  in  anticipation  of  reducing  the  number  of  determinations  that  go  to 
appeal.  The  review  process  should  be  completed  as  quickly  as  possible  without 

abridging  the  physician's  rights. 

■  Beneficiaries  should  be  notified  when  their  physician  has  successfully  appealed 
a  post  payment  denial. 
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VII.  UNIQUE  PHYSICIAN  IDENTIFICATION  NUMBER  (UP1N) 


Background 

Section  I842(r)  of  the  Act  as  enacted  in  1986  by  Section  9202  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  (COBRA)  and  as  amended  and  redesignated  by 
Section  41  13(b)(1)  of  OBRA  1990.  establishes  the  UPIN: 

The  Secretary  of  Health  and  Human  Services  shall  establish  a  system  for  a  unique 
physician  identifier  for  each  physician  who  furnishes  services  for  which  payment 
may  be  made  under  this  title. 

The  Medicare  Carriers  Manual  specifies  time  frames  for  all  the  steps  required  to  obtain 
.i  L  PIN   The  carrier  has  5  days  from  the  date  it  processes  the  physician's  application  for 
.i  billing  number  to  submit  the  'add"  record  to  the  UPIN  Registry  (the  national 
clearinghouse).  The  carrier  has  7  days  to  correct  and  resubmit  records  rejected  by  the 
Registry  and  15  days  to  correct  and  resubmit  records  accepted  by  the  Registry.  And,  the 
carrier  has  30  days  after  the  receipt  of  the  UPIN  to  release  a  letter  to  the  physician  with 
the  new  I  PIN    Also,  each  carrier  assigns  additional  numbers  to  physicians  and 
physician  practices  to  facilitate  billing  and  income  reporting. 


Physician  Concerns 

Phvsician  concerns  include  the  length  of  time  it  takes  to  obtain  a  UPIN  and  the  use  of 
multiple  numbers  for  physician  identification  and  billing.  In  some  cases,  newly  licensed 
physicians  have  had  to  wait  for  three  months  for  their  numbers. 

Physicians  question  the  need  for  separate  Medicare  and  Medicaid  physician 
identification  numbers  and  are  frustrated  by  the  current  need  for  additional 
identification  numbers  based  on  practice  setting.  In  addition,  they  note  that  some 
carriers  may  make  inconsistent  requests-asking  for  UPIN,  medical  license,  or  other 
numbers  for  the  same  purpose  at  different  tunes.  The  use  of  UPINs  may  be  facilitated 
by  distribution  of  a  free  directory. 
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Recommendations 

The  committee  recommends  that: 

■  Carriers  be  required  to  give  physicians  UPINs  within  30  days  after  the 
application  is  received  by  the  carrier. 

■  HCFA  develop  a  single  identification  number  for  each  physician  that  may 
include  different  suffixes  for  different  practice  locations. 
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VIII.  PEER  REVIEW  ORGANIZATIONS  (PROs) 


I.  Directed  change  order  (DCO)  91-7  (issued  March  13,  1991). 


Background 

As  part  of  the  Omnibus  Budget  Reconciliation  Act  of  1989,  all  Social  Security 
Administration  and  HCFA  notices  must  inform  beneficiaries  of  the  options  for  legal 
representation  and  that  legal  services  may  be  available  free  of  charge.  As  part  of  a  court 
agreement,  HCFA  also  directed  PROs  to  inform  beneficiaries  in  their  denial  nonces  that 
they  are  entitled  to  obtain  from  the  PRO  a  copy  of  their  medical  records  used  by  the 
PRO  during  its  review. 


Physician  Concern! 

Physicians  have  expressed  concern  about  the  language  in  Directed  Change  Order  (DCO) 
91-7    They  are  concerned  about  the  language,  which  advises  patients  that  they  can 
obtain  legal  representation.  Some  physicians  believe  this  language  implies  that  there  is  a 
reason  why  the  patient  should  obtain  such  representation,  which  could  be  destructive  to 
the  physician-patient  relationship. 

One  physician  organization  advocates  modifying  the  language  referring  to  legal  counsel 
to  clanfv  that  the  patient  may  seek  assistance  to  help  htm  or  her  appeal  the  decision  to 
deny  payment. 

Recommendation 

The  committee  understands  that  HCFA  is  in  the  process  of  modifying  the  language  in 
DCO  91-7  to  state  clearly  that  beneficiaries  are  encouraged  to  seek  legal  or  other 
appropriate  assistance  in  appealing  a  denial  decision  of  the  PRO.  The  committee 
supports  such  revised  language. 
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2.  Quality  Intervention  Plan  (QIP) 
a.  Quality  Problem  Severity  Levels 


Background 

HCFA  developed  severity  levels  for  quality  problems  identified  by  PROs  with  help  from 
PRO  medical  directors  and  physicians  representing  the  major  medical  specialty  societies 
(Section  V.  Third  PRO  Scope  of  Work).  The  three-level  severity  system  is  based  oo  the 
degree  of  harm  or  potential  for  harm  to  the  patient 

Level  1  indicates  a  confirmed  quality  problem  without  the  potential  for  significant 
adverse  impact  on  the  patient.  Level  2  indicates  a  confirmed  quality  problem  with  the 
potential  for  significant  adverse  impact  on  the  patient.  Level  3  indicates  a  confirmed 
quality  problem  with  significant  adverse  effects  on  the  patient  "Significant  adverse 
effect*  is  defined  as  patient  management  that  results  in  (1)  anatomical  or  physiological 
mpairment  disability,  or  death,  or  (2)  unnecessarily  prr'onged  treatment  complications, 
or  readmission. 

Fach  case  with  a  confirmed  quality  problem  is  assigned  a  weight  based  on  the  severity  of 
the  problem.  The  least  severe  problem  (level  1)  has  a  weight  of  1  point  level  2  has  a 
weight  of  5  points,  and  the  most  severe  (level  3)  a  weight  of  25  points.  When  a 
confirmed  problem  is  attributed  to  a  physician  the  PRO  must  initiate  corrective  action, 
ranging  from  notification  (for  the  least  severe  problem)  to  consideration  of  initiation  of 
sanction  proceedings  or  referral  to  the  state  licensure  authority  if  25  or  more  points  have 
been  accumulated.  Physicians  do  have  the  opportunity  to  discuss  the  case  with  the  PRO 
prior  to  the  PRO  s  confirming  of  the  problem. 

The  sanction  process,  once  initiated,  has  a  number  of  "due  process"  steps.  Also,  the  law 
requires  that  a  corrective  action  plan  be  implemented  before  a  sanction  is  recommended 
to  the  Office  of  Inspector  General  except  in  the  most  egregious  cases. 
The  PRO  is  not  required  to  implement  sanctions  or  refer  to  the  state  licensure  authority 
automatically  when  a  physician  accumulates  25  points,  but  it  must  consider  whether  such 
actions  are  appropriate. 

Physician  O^r— 

Physicians  are  concerned  that  there  are  too  few  severity  levels  to  reflect  the  variety  and 
complexity  of  quality  problems  that  actually  occur.  Physician  organizations  have  favored 
increasing  the  number  of  severity  levels.  Although  this  matter  has  been  discussed  for 
some  time,  there  have  not  been  concrete  proposals  forwarded  to  HCFA. 
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Physicians  feel  that  misunderstandings  exist  about  whether  one  event  automatically 
triggers  a  sanction  and  if  they  have  due  process.  Both  Federal  law  and  the  regulations 
promulgated  by  the  Office  of  the  Inspector  General  state  that  sanctions  must  be 
considered  even  if  there  is  only  one  egregious  (ie.,  gross  and  flagrant)  event 

Physicians  arc  concerned  that  the  results  of  a  PRO  quality-of-care  audit  can  be  released 
both  to  beneficiaries  and  to  disciplinary  bodies,  such  as  licensing  boards,  hospital 
credential  committees,  and  medical  liability  insurance  companies  before  a  final 
determination  is  made.  The  committee  was  informed  that  the  results  of  PRO  quality  of 
care  audits  are  never  released  to  beneficiaries. 


Recommendations 

The  committee  realizes  that  more  work  is  needed  to  determine  optimal  severity  levels 
and  to  better  explain  the  sanctioning  system  to  physicians.  HCFA  has  expressed  an 
interest  in  working  on  these  issues. 

"The  committee  recommends  that: 

■  HCFA  should  continue  to  be  receptive  to  change  in  the  number  and  definition 
of  seventy  levels,  based  on  input  from  relevant  professional  organizations. 

■  HCFA  should  provide  better  education  for  physicians  about  the  PRO  Quality 
Intervention  Plan  from  educational  interventions  through  the  sanction  process. 

■  Prior  to  the  PRO  reaching  a  final  decision  of  a  confirmed  quality  problem  that 
*  ill  result  in  the  assigning  of  points,  the  PRO  should  be  required  to  write  to 
the  physician  offering  to  discuss  the  problem  with  the  physician  within  20  days 
by  telephone,  in  person  or  in  writing. 

■  The  PRO  letter  notifying  the  physician  of  a  potential  quality  problem  should 
clearly  explain  the  problem. 


b.  QIP  and  Post-Graduate  Trainees  (intern  and  resident  physicians) 


Background 

The  PRO  is  required  to  identify  whether  the  source  of  the  quality  problem  is  a  physician 
in  practice  or  one  still  in  training.  The  PRO  intervenes  according  to  the  severity,  of  the 
problem(s).  Thus,  the  PRO  would  expect  a  physician  in  training  to  change  his  or  her 
unacceptable  practice  (Interim  PRO  Scope  of  Work,  Part  V). 
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ggjfelin  Concern* 


It  is  the  experience  of  the  committee  members  that  the  QIP  has  a  negative  impact  on 
some  physicians  in  training  and  some  of  the  physicians  who  supervise  them.  The 
committee  is  concerned  that  doctors  who  supervise  the  training  of  post  graduate  trainees 
not  be  discouraged  from  doing  so  by  being  given  QIP  points  based  on  the  work  of  the 
post  graduate  trainees.  However,  the  committee  members  are  equally  concerned  that 
post  graduate  trainees  do  not  receive  so  many  QIP  points  before  they  complete  their 
training  that  they  cannot  or  will  not  want  to  participate  in  the  Medicare  program. 

The  committee  believes  that  post  graduate  trainees  found  by  the  PRO  to  have  a 
confirmed  quality  problem  should  be  given  the  opportunity  to  improve  their  skills 
through  special  educational  programs. 

The  committee  heard  in  testimony  that  it  is  becoming  more  difficult  to  recruit  volunteer 
attending  physicians  at  some  teaching  hospitals  because  quality  inquiries  go  to  the 
attending  physician  who  signs  the  patient's  record,  even  if  the  potential  problem  may 
have  been  caused  by  the  post  graduate  trainee.  Volunteer  attending  physicians  may 
receive  quality  inquiries  months  after  they  have  seen  the  patient  They  must  respond  to 
the  QIP  notice  within  thirty  days,  and  bring  the  matter  to  the  attention  of  the  training 
program  if  the  problem  is  confirmed  and  it  appears  a  resident  was  involved. 

The  physicians  believe  that  ultimate  responsibility  for  the  quality  of  care  provided  by 
resident  physicians  might  rest  most  appropriately  with  the  training  program.  However, 
the  PRO  currently  does  not  have  any  legal  authority  to  interact  with  the  teaching 
program.  The  committee  notes  that  several  major  medical  organizations,  including  the 
\MA.  are  working  with  congressional  staff  to  change  this. 


Recommendations 

The  committee  recommends  that 

■  Legislation  to  give  PROs  legal  authority  to  interact  with  residency  training 
programs  should  be  supported. 

■  QIP  points  should  be  assigned  to  training  programs  rather  than  to  individual 
residtsts  and  a  point  system  reflecting  the  training  programs  size  should  be 
developed.  Mechanisms  must  be  devised  to  deal  with  training  programs  that 
are  repeatedly  assigned  points. 

■  A  mechanism  be  put  in  place  to  ensure  that  residents  identified  as  the  source 
of  a  quality  problem  after  they  have  left  the  residency  program  can  be  followed 
up  and  referred  for  corrective  education. 
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■   HCFA  should  work  with  appropriate  professional  organizations  to  examine 
specific  instances  of  "inappropriate"  denials  based  on  attestation  requirements 
to  determine  whether  clarifying  instructions  to  the  PROs  would  be  helpful. 

4.  Case-by-case  review  and  multiple  quality-assurance  processes. 


Background 

Title  11  of  the  Social  Security  Act  requires  PRO  review  of  services  received  by  Medicare 
beneficiaries.  On  the  basis  of  this  review,  the  PRO  determines  if  the  care  provided  was 
medically  reasonable  and  necessary,  if  the  care  was  provided  in  the  most  appropriate 
setting,  and  if  it  met  professionally  recognized  standards  of  health  care.  The  results  of 
these  reviews  may  lead  to  PRO  actions  such  as  denying  payment  quality  review 
interventions  and/or  intensifying  PRO  review  (section  1154  of  the  Social  Security  Act 
and  the  Third  PRO  Scope  of  Work,  section  IV- Required  Review  Activities,  section  V, 
Quality  Review  Activities,  and  section  IX* Intensified  Review). 


Physician  Concerns 

Some  physicians  believe  that  the  PRO  case-by-case  review  should  be  discontinued.  The 
PROs'  actions  should  be  educational  and  not  punitive. 

Over  time,  hospitals  and  their  internal  committees  have  taken  greater  responsibility  for 
phvsician  review   For  example,  one  internist  serving  on  a  hospital  internal  medical 
review  committee  reports  that  the  hospital  conducts  case  reviews  and  whenever  cases  fall 
outside  of  previously  established  parameters  a  hospital  committee  reviews  them 
individually  and  works  with  the  physician  involved. 

A  related  concern  is  multiple  quality  assurance  activities  by  different  reviewing  bodies 
that  have  different  responsibilities  and  processes  for  reviewing  the  quality  of  care 
rendered  to  in-  hospital  patients.  The  committee  members  recognize  that  their  charge  is 
to  examine  administrative  hassles  for  physicians;  however,  they  are  also  concerned  with 
the  many  survey  and  certification  requirements  hospitals  must  meet  As  hospital  staff 
members,  physicians  may  become  involved  in  some  accreditation  or  certification 
activities.  Many  different  organizations-including  PROs,  private  insurance  companies, 
the  Joint  Commisatou  on  Accreditation  of  Healthcare  Organizations  (JCAHO),  and 
hospitals  themserves-oversee  the  quality  of  care  given  to  patients,  resulting  in  what 
physicians  see  as  a  redundancy  of  effort  For  example,  a  hospital  in  a  matter  of  four  . 
months  may  be  site  visited  by  the  JCAHO,  Food  and  Drug  Administration,  PRO,  Blue 
Cross.  State  hospital  authority  and  the  Occupational  Safety  and  Health  Administration 
(OSHA). 
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3.  Attestation  and  annual  acknowledgment. 


Regulations  at  42  CFR  412.46  require,  shortly  before,  at,  or  shortly  after  discharge  but 
before  a  claim  is  submitted,  signed,  dated  attestations  to  the  principle  diagnosis,  the 
secondary  diagnosis  and  major  procedures  performed  by  the  attending  physician  on  every 
hospital  patient  record.  There  must  also  be  a  signed,  dated  annual  acknowledgment  by 
the  attending  physician  at  every  hospital  where  he  or  she  has  admitting  privileges  that  he 
or  she  has  been  made  aware  of  the  penalties  that  are  possible  if  the  information  is 
falsified. 


Physician  Concerns 

Physicians  find  the  attestation  requirements  burdensome.  There  is  considerable 
frustration  with  the  petty  bureaucratic  manner  in  which  some  PROs  have  implemented 
the  requirements.  For  example,  hospitals  may  have  had  claims  denied  because 
physicians  failed  to  sign  the  attestation  with  theirfull  signature.  It  has  been  alleged  that 
one  PRO  advised  hospitals  that  it  would  refer  charts  for  intensified  review  if  the 
physician  s  signature  went  above  the  signature  line  and  overlapped  the  attestation 
statement.  Physicians  also  are  concerned  that  they  might  be  cited  for  signing  an 
attestation  if  toe  patient  s  chart  is  later  found  to  contain  a  Diagnostic  Related  Group 
coding  error 

Physicians  ^Iso  find  burdensome  the  requirement  that  they  sign  an  annual 
acknowledgement  at  each  hospital  where  they  have  admitting  privileges.  It  is  understood 
that  the  original  rationale  for  this  requirement  was  to  have  proof  that  a  physician  was  on 
notice  should  there  be  litigation. 


Recommendations 

The  committee  recommends  that: 

a  The  requirement  for  an  annual  acknowledgement  be  discontinued.  The  revised 
procedure  should  require  one  acknowledgement  signature  when  a  physician  is 
granted  admitting  privileges  at  a  hospital  and  the  hospital  should  keep  that 
signature  on  file.  Existing  acknowledgements  signed  by  physicians  already  on 
staff  should  be  considered  to  be  in  effect  permanently. 
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Many  physicians  reject  the  idea  that  physicians  who  work  together  cannot  objectively 
review  each  other's  patient  care  and  point  out  that  hospital  quality-assurance  programs 
have  evolved  and  expanded  over  tune.  For  example,  physicians  on  a  hospital  quality, 
assurance  committee  review  charts  with  potential  problems  once  a  month.  This 
frequency  of  review  leads  to  educational  programs,  discussions  with  physicians,  and 
occasional  sanctions.  A  year  later  the  PRO  might  review  some  of  the  same  charts,  using 
its  own  processes  to  address  problems  that  already  have  been  resolved,  thus  needlessly 
duplicating  peer  review. 

Physicians  worry  about  the  impact  of  the  duplication  of  services  on  the  cost  of  medical 
care  and  wonder  whether  the  money  might  be  better  spent  elsewhere  in  the  medical 
system.  One  physician  commented  that  the  estimated  $300  million  annual  cost  for  the 
PRO  program  is  a  lot  of  money  to  a  family  physician  in  a  small,  rural  area.  In  addition, 
the  costs  of  PROs  are  understated  by  the  government  because  their  figures  only  reflect 
HCFA  outlays  and  not  the  costs  to  the  medical  community  for  complying  with  PRO 
review  activities.  The  committee  believes  that  hospitals  are  bearing  the  brunt  of  the 
costs  associated  with  multiple  reviews.  Committee  members  are  enthusiastic  about 
HCFA's  plan  to  make  the  PRO's  review  more  prospective,  rather  than  retrospective, 
»ith  greater  responsibility  for  educating  hospital  staffs. 


Recommendations 

ITie  committee  endorses  HCFA's  plans  to  move  away  from  case-by-case  analysis  to 
pattern  analysis  to  monitor  medical  necessity  and  quality  of  care.  The  committee 
recognizes  that  interventions  will  continue  to  be  necessary  for  egregious  quality 

problems. 


The  committee  recommends  that: 


■  HCFA  continue  to  implement  the  Uniform  Clinical  Data  Set  as  a  method  to 
analyze  patterns  of  patient  care  and  outcomes  and  provide  feedback  to 
hospitals  that  they  can  use  to  educate  and  inform  physicians. 

■  The  QIP  program  be  reviewed  and  reshaped  so  that  it  reflects  PROs'  shift  to 
broader  quality  issues  while  maintaining  a  focus  on  addressing  egregious  quality 
problems. 

■  Hospitals  assume  a  greater  role  and  more  responsibility  for  reviewing  the 
quality  of  physician  care  rendered  to  Medicare  beneficiaries. 

■  HCFA  recognize  that  many  hospitals  are  intensely  involved  in  quality  review 
and  their  efforts  should  be  coordinated  with  the  PRO. 
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■  The  problem  of  redundant  survey  and  certification  of  hospitals  is 
administratively  burdensome  and  costly.  Federal,  state  and  private 
organizations  are  key  participants  in  these  activities.  Any  initiative  to 
redundancy  and  cost  should  be  supported  by  DHHS  and  HCFA. 


5.  Timeliness  of  PRO  Review. 


Background 

The  initiation  of  the  PRO  review  process  is  dependent  upon  the  provider's  submittal  of 
the  claim  and  the  intermediary's  processing  of  the  claim.  Then,  the  PRO  must  identify 
from  the  paid  claims,  the  cases  to  be  reviewed  and  request  the  medical  records  from  the 
facility.  Thus.  PRO  review  can  occur  a  long  time  after  the  hospitalization. 


Physician  Conc<fflf 

Physicians  are  concerned  about  the  length  of  time  that  elapses  between  the  event  and 
the  PRO  review   For  example,  in  retrospective  reviews  of  urgent  or  emergency  roonv 
hospital  admissions,  physicians  find  it  distressing  to  be  told  months  after  the 
hospitalization  that  it  was  inappropriate. 

Another  concern  is  the  length  of  time  PROs  take  to  review  hospital  charts.  Physicians 
find  it  difficult  to  recall  information  after  a  long  time  has  elapsed  and  need  more  than 
the  few  davs  that  are  granted  to  respond.  One  physician  comments  that  in  his 
experience,  the  shortest  notification  tune  has  been  9  months  and  can  be  as  long  as  1 

year. 


Recommendations 

■   PRO  retrospective  reviews  should  be  initiated  and  completed  as  promptly  as 
possible. 
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6.  PRO/carrier  communications. 


Background 

Recent  legislation  (Section  1 154(a)(  10),  Social  Security  Act)  requires  the  Secretary  to 
develop  and  implement  a  plan  to  coordinate  the  physician  review  activities  of  PROs  and 
Medicare  carriers.  To  that  end,  HCFA  requires  that  PROs  and  carriers  share  medical 
review  criteria  and  policies  with  each  other  and  resolve  differences,  if  necessary,  with 
HCFA's  help  (HCFA  Directed  Change  Order  to  all  PROs  91-3).  This  effort  began  in 
spring  1991  and  has  not  yet  achieved  its  full  impact 


Phvsktan  Concerns 

Communication  between  PROs.  carriers,  and  physicians  needs  to  be  improved. 
Physicians  note  the  need  for  discussions  of  (1)  changes  in  policies,  (2)  new  policies,  and 
(3)  coordination  between  carrier  and  PRO  policies.  These  discussions  should  be  held  in 
a  forum  that  encourages  open  and  free  comments  by  all  interested  parties. 

Physicians  often  are  caught  in  the  middle  between  carrier  and  PRO  determinations.  For 
example,  an  elderly  patient  in  preparation  for  cataract  surgery  may  be  given  an  EKG 
and  a  chest  x-ray  to  meet  hospital  quality  considerations,  but  the  carrier  then  may  deny 
these  diagnostic  procedures  as  routine  screening. 

Current  carrier  and  PRO  policies  create  inconsistencies.  For  example,  until  recently 
PROs  would  approve  hospitalization  for  laproscopic  cholecystectomy  but  carriers  would 
Jeoy  payment  to  physicians  (now  payment  is  made  for  that  procedure). 

The  committee  understands  the  problems  HCFA  has  in  developing  consistent 
communications  between  PROs  and  carriers.  HCFA  has  begun  a  study  coordinating 
PRO  and  carrier  review  activities.  In  addition,  a  pilot  project  to  further  foster 
coordination  is  under  way  in  five  states. 


Recommendation* 

The  committca  recommends  that: 

■  HCFA  develop  a  mechanism  to  resolve  discrepancies  in  coverage  policies 
between  PROs  and  carriers;  this  mechanism  should  maximize  the  use  of-the 
physician  advisory  committees  to  address  local  issues.   
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■  HCFA  should  consider  how  some  PRO-carrier  activities  might  be  linked 
how  the  two  organizations  could  be  encouraged  to  share  information. 

■  HCFA  should  examine  the  possibility  of  developing  guidelines  to  avoid 
inconsistencies  in  directives  and  facilitate  communication. 


7.  PRO  letters. 


Background 

HCFA  sets  forth  basic  requirements  for  PRO  denial  letters  to  physicians  in  the  PRO 
Manual,  section  5000.  The  PROs  send  letters  to  physicians  when  they  question  the  need 
for.  the  setting  of.  or  the  quality  of  the  care  provided. 


Physician  lot 

Letters  from  PROs  do  not  consistently  provide  sufficient  information  in  a  clear  manner. 


Recommendations 

Hie  committee  recommends  that: 

■  HCFA  review  the  language  of  PRO  letters  for  tone  and  content  to  ensure  that 
the  letters  are  easily  understood  and  presented  in  a  neutral  manner. 

■  The  PRO  medical  director  should  be  responsible  for  the  accuracy,  quality,  and 
content  of  all  letters  sent  to  physicians. 

8.  PRO  Reviewers 
a.  Requirements,  Training  and  Evaluation 


Background 

The  PRO  first  level  reviewer,  usually  a  nurse,  uses  locally  developed  criteria  as  weihas 
HCFA's  generic  quality  screens  to-approve  cases  or  identify  cases  which  will  need 
physician  review.  The  PRO  physician  uses  his  or  her  judgment,  drawing  on  education 
and  clinical  experience  when  reviewing  a  case;  no  written  standards  are  applied. 
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Each  PRO  is  required  to  have  an  internal  quality-control  process  in  which  a  sample  of 
each  reviewer's  work  products  is  analyzed  several  times  during  the  course  of  the 
contract  If  errors  are  found,  the  PRO  must  take  remedial  action,  ranging  from 
education  to  dismissing  the  reviewer  (Fourth  PRO  Scope  of  Work,  section  XXIV). 
In  addition  each  PRO's  performance  is  evaluated  by  HCFA's  regional  office  staff  and  by 
SuperPRO  (aa  independent  contractor  that  reviews  a  sample  of  each  PRO's  decisions). 
The  results  of  these  reviews  are  used  to  make  judgements  regarding  PRO  performance 
including  whether  to  renew  the  PRO's  contract 

The  PRO  is  required  to  use  physician  reviewers  who  are  in  practice  with  active  hospital 
admitting  privileges  in  one  or  more  hospitals  in  the  PRO  area  (42  CFR  466.98).  In  the 
fourth  scope  of  work  which  began  to  be  phased  in  on  October  1,  1991,  HCFA  further 
defines  active  practice  to  include  taking  care  of  Medicare  patients  at  least  20  hours  a 
week  (Fourth  PRO  Scope  of  Work,  section  XVIII).  HCFA  has  established  reviewer 
qualifications;  however,  there  are  no  HCFA  requirements  with  respect  to  the  credentials 
or  training  of  potential  reviewers. 

HCFA  currently  requires  that  whenever  possible,  PROs  use  a  physician  reviewer  who 
practices  in  a  setting  similar  to  that  of  the  physician  under  review  (Fourth  PRO  Scope  of 
Work,  section  XVIII). 

HCFA  also  encourages  PROs  to  use  physician  reviewers  in  similar  disciplines  for  initial 
reviews.  HCFA  requires,  when  practical,  that  physicians  of  the  same  discipline  be  used 
tor  reconsideration  of  cases. 


Physician  Concerns 

Physicians  are  concerned  that  they  have  no  information  about  the  standards  against 
which  they  are  judged.  The  committee  believes  that  more  uniformity  in  standards 
applied  by  reviewers  would  be  desirable,  but  it  also  believes  that  imposing  such  standards 
may  be  restrictive  to  the  process. 

Physicians  are  concerned  about  the  lack  of  input  they  have  in  evaluating  the  PRO  and 
PRO  reviewer  performance. 

It  is  alleged  that  some  PRO  physicians  currently  are  not  in  practice,  nor  are  they  trained 
to  review  cant.  Physicians  are  concerned  that  these  factors  limit  the  quality  of  reviews 
and  PRO  reviewers  be  trained  to  help  ensure  consistency  in  the  review  process.  The 
need  for  training  is  exemplified  by  the  report  that  in  one  state,  potential  quality  citations 
were  almost  always  reversed  when  physicians  pointed  out  that  the  answers  to  the  PRO's 
questions  were  in  the  patients'  charts. 
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PRO  reviewers  are  not  always  io  the  same  specialty  or  type  of  practice  as  the 
whose  case  is  under  review. 


RccgmmejHtoflgM 

The  committee  recommends  that: 

■  PRO  reviewers  be  required  to  be  certified  by  specialty  boards  recognized  by  the 
American  Board  of  Medical  Specialties  or  have  completed  residency  training  to 
the  level  necessary  for  specialty  board  certification.  They  must  meet  existing 
requirements  for  active  admitting  privileges  in  at  least  one  hospital  and 
currently  be  in  practice  (at  least  20  hours  per  week)  caring  for  some  Medicare 
patients. 

■  HCFA  focus  more  attention  on  the  review  of  each  PRO'S  internal  quality- 
assurance  program.  Special  attention  should  be  placed  on  requirements  to 
become  a  PRO  reviewer,  the  quality  of  training  to  be  a  reviewer,  the  content  of 
reviewers  letters  to  physicians  and  the  consistency  of  reviewers  work.  In 
addition  the  medical  director  must  fulfill  all  communication  requirements  with 
physicians  under  review 

■  HCFA  continue  its  work  to  develop  a  national  program  to  train  physicians  to 
become  better  reviewers.  The  PRO  medical  director,  or  his  or  her  designee, 
would  be  responsible  for  implementing  the  reviewer  training  program. 

■  Where  feasible,  physician  reviewers  and  physicians  being  reviewed  be  matched 
for  specialty  (as  recognized  by  the  American  Board  of  Medical  Specialists)  and 
location  of  practice. 

■  The  PRO  medical  director  should  report  annually  to  the  Physicians  Advisory 
Committee  and  solicit  comment 

■  PROs  should  provide  expanded  feedback  to  state  and  local  medical  societies, 
identifying  the  range  of  quality  intervention  so  that  problems  specific  to  a 
geographic  area,  if  any,  can  be  addressed. 
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b.  Anonymity  of  PRO  reviewers. 


Background 

PRO  confidentiality  regulations  state  that  the  identity  of  the  PRO  physician  reviewer  be 
held  confidential  unless  that  reviewer  agrees  to  divulge  his  or  her  identity.  These  rules 
were  established  primarily  to  prevent  badgering"  of  the  PRO  reviewers  (42  CFR 
476.133).  HCFA  staff  advised  the  committee  that  in  cases  where  few  physicians  are 
qualified  to  conduct  reviews,  providing  any  possible  identifying  information  would 
essentially  impair  reviewer  anonymity. 


Physician  Concerns 

Because  PRO  reviewers  remain  anonymous,  physicians  under  review  generally  cannot 
talk  to  them  directly.  Committee  members  noted  the  need  for  physicians  to  know  more 
about  the  reviewers  to  reassure  themselves  that  reviews  are  done  by  true  peers. 


Recommendations 

The  committee  recommends  that: 

■   Each  PRO  assess  the  potential  impact  on  physician  reviewers  if  names  of 
individual  PRO  reviewers  or  a  list  of  the  panel  of  reviewers  were  disseminated 
to  physicians  being  reviewed.  Using  this  analysis,  the  PRO  may  or  may  not 
release  this  information.  However,  a  reviewers  name  can  be  released  only  with 
his  or  her  permission.  Each  PRO  should  consult  with  the  local  physician 
advisory  committee  on  the  appropriateness  of  this  approach. 

a  The  requirements  for  becoming  a  PRO  reviewer  should  be  more  extensively 
publicized  throughout  the  medical  community. 
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9.  Due  process-utilization  review. 


Background 

The  law  allows  a  beneficiary  to  appeal  a  PRO  utilization  determination  by  asking  the 
PRO  to  reconsider  If  the  determination  is  not  favorable  and  if  there  is  at  least  $200  at 
issue,  the  beneficiary  can  request  a  hearing  by  an  administrative  law  judge.  If  the 
determination  is  unfavorable  and  there  is  at  least  $2,000  at  issue,  the  beneficiary  can 
request  judicial  review. 

The  law  limits  the  appeals  available  to  physicians  for  utilization  denials.  The  physician  is 
entitled  only  to  a  PRO  reconsideration;  there  are  no  further  appeal  rights  (Section  1155, 
Social  Security  Act;  42  CFR  Part  473;  and  the  PRO  Manual,  Part  4000). 

The  results  of  a  PRO  utilization  review  (initial  denial  determination)  are  released  to  the 
beneficiary  with  copies  to  the  physician  and  hospital.  At  that  point  the  beneficiary, 
physician,  and  hospital  may  request  a  reconsideration  of  the  determination  on  the  issues 
of  medical  necessity  and  appropriateness  of  setting  (section  1155  of  the  Act),  and 
knowledge  that  Medicare  would  not  cover  the  services  provided  (limitation  of  liability- 
section  1879  of  the  Act). 

If  the  reconsideration  determination  upholds  the  initial  denial,  the  beneficiary  may 
appeal  the  determination  to  an  administrative  law  judge  on  the  issues  of  medical 
necessity,  appropriateness  of  setting  and  limitation  of  liability. 

rhe  physician  and  provider  may  appeal  the  reconsideration  determination  at  the  ALI 
level  only  on  the  issue  of  limitation  of  liability  if  the  beneficiary  does  not  pursue  an 
appeal.  The  PRO  conducts  one  reconsideration  review  and  considers  liability  for  all 
parties,  regardless  of  which  party  appeals  the  case.  All  physicians  have  the  appeal  rights 
described  above  regardless  of  whether  they  accept  assignment 


Physician  Concerns 

Some  physicians  do  not  believe  they  have  due  process  when  undergoing  a  PRO 
utilization  audit  If  the  result  of  both  the  PRO  utilization  review  and  reconsideration  is 
unfavorable,  tie  physician  has  no  right  to  further  appeal.  Many  physicians  believe  they 
should  have  tie  opportunity  for  a  hearing  by  an  administrative  law  judge  and  judicial 
review,  as  beneficiaries  do. 
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The  committee  recommends: 

■  Physicians  should  be  given  the  same  rights  of  appeal  as  beneficiaries, 
specifically  the  right  to  a  hearing  before  an  administrative  law  judge  and 
judicial  review. 
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CHS  LIBRARY 


CONCLUSION         3  60T5  ODomoaa  0 


Committee  members  covered  a  lengthy  agenda  and  they  brought  to  discussions  the 
richness  of  their  experiences.  Committee  deliberations  were  enhanced  by  informative 
public  testimony  generously  provided  by  numerous  representatives  of  various 
professional  organizations  and  written  communications  from  individual  physicians  and 
health  care  organizations. 

The  committee  meetings  held  on  May  16  and  17,  June  6  and  7,  and  a  portion  of 
September  12  and  13,  1991,  were  focussed  on  the  interface  between  physicians  and 
Medicare  carriers.  The  Jury  11  and  12,  1991,  meeting  and  a  portion  of  the 
September  12  and  13,  1991.  meeting  were  devoted  to  the  Peer  Review  Organization 
(PRO)  program  interface  with  physicians.  A  meeting  was  held  on  November  4.  1991, 
which  was  devoted  to  drafting  this  document  All  meetings  were  held  at  the  OHHS  in 
Washington,  D  C. 

Public  testimony  was  heard  at  all  but  the  November  meeting  from  the  following 
organizations:  American  Medical  Association,  American  Society  of  Internal  Medicine, 
American  Academy  of  Family  Physicians.  American  College  of  Physicians.  National 
Association  of  Medical  Directors  of  Respiratory  Care,  National  Equipment  Dealers 
Association  of  Maryland.  National  Association  of  Medical  Equipment  Suppliers, 
American  Academy  of  Neurology,  American  College  of  Rheumatology,  American 
Society  of  Clinical  Oncology,  American  Hospital  Association,  American  Medical  Peer 
Review  Association.  Connecticut  Peer  Review  Organization  and  Blue  Cross/Blue  Shield 
of  Maryland. 

Throughout  the  many  sessions  held  by  the  committee  there  was  the  realization  that 
for  Medicare  carriers  to  provide  better  services  to  physicians  and  beneficiaries,  the 
administrative  budget  for  earners  would  have  to  be  augmented  through  savings 
elsewhere  in  the  program  or  newly  appropriated  additional  funds. 

The  committee  has  fulfilled  its  charge  to  advise  the  Secretary  of  HHS  on  ways  to 
modify  or  eliminate  those  Medicare  procedures  that  unnecessarily  increase  paperwork, 
impair  carrier-physician  communications  and  increase  the  costs  of  practice. 
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